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Abstract. The importance of international economic integration is underlined by the simultaneous conclusion by countries
of regional trade agreements with various integration groups and individual countries, which is typical for Ukraine, which
signed the Association Agreement with the EU, a number of free trade agreements and is part of the BSEC, which is
especially important given the development of trade in Asia. The purpose of the study is to analyse the foreign trade
relations of the BSEC countries and substantiate proposals for their deepening. The method of analysis was used in the work,
including historical, abstract-logical, economic-mathematical, etc. The main perspective directions of BSEC cooperation
are substantiated as a result of the analysis of scientific works on international economic integration on separation of the
Asian region, economic indicators of countries and basic documents of the organization, separate normative-legal acts of
Ukraine. The main exporters and importers were identified, the specific features of the BSEC commodity structure were
clarified, the main exporting goods were identified, with the separation of agri-food products, foreign trade trends were
analysed and some indicators of international trade were identified. The products that occupy the largest share in the
country’s exports to the group have been identified, which is a prerequisite for the establishment of joint ventures and can
help increase their competitiveness. It was found that the group’s exports increased more than the world, and the main
exporters continue to remain so. The growth of intra-regional and total imports of the group was revealed, its structure was
analysed. It is determined that the trade balance of most countries was mostly negative. The practical value is to identify
the most promising areas of cooperation of the BSEC countries, which should promote their economic development,
including - product positions for the development of domestic and extraregional trade, to increase demand inside and
outside the region, producers’ incomes and partially solve problems and food security in the world
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Development of trade and economic relations of the BSEC countries

Introduction

The development of integration processes in the world con-
tinues, in addition, there is a conclusion of new regional
trade agreements by countries, the creation of integration
groups, their expansion, the withdrawal of individual coun-
tries and disintegration processes in general. A striking ex-
ample is the several stages of the enlargement of the European
Union and the withdrawal of Great Britain.

Currently, one of the features of international eco-
nomic integration is the participation of countries in various
trade and economic associations at the same time, which is
typical for some countries that are members of more developed
integration groups. For example, given the United States’
North American Free Trade Agreement with Canada and
Mexico [1], and later UMSKA [2], the former has regional
trade agreements with a number of countries, including
Australia, Chile, Bahrain, Israel, Morocco, Panama, Peru,
Singapore and others. At the same time, Canada has signed
agreements with Israel, Panama, Peru, Ukraine, the European
Union, Great Britain, the European Free Trade Association,
etc., and Mexico with Argentina, Brazil, Chile, Colombia,
Great Britain, Peru, etc. [3]. That is, there is a certain diversity,
although there are some features that identify the attraction
of countries, which depends on the level of their economic
development, the presence of a common language, territorial
proximity, etc. A similar pattern is observed for members
of other groups, but it depends on the level of integration.
Thus, countries concluding regional trade agreements with
the EU sign them with all its members. Moreover, depending
on the development of integration of the group, countries
may conclude regional trade agreements with other countries
Or groups.

The development and importance of integration for
countries remains one of the main issues, and in different
regions. Thus, P. Claeys, H. Sanz-Morales, C. Turcu, analysing
European and Asian integration, note that in Asia it has
not reached a high level, but highlight the Association of
Southeast Asian Nations (ASEAN). Researchers recall the
desire to further strengthen the economic integration of
the latter group, although it remains a free trade area, and
explore its prospects and problems in parallel with the EU [4],
which confirms the importance of both the integration pro-
cess and the Asian region.

ASEAN countries are trying to continue trade liber-
alisation. S. Jagdamber, S.M. Mouzam, examining the impact
of the Free Trade Agreement [3] between the group and India
on certain categories of the latter’s products, found an in-
crease in trade, mainly conditioned upon trade creation, and
singled out Indonesia and Vietnam, which will benefit the
most ASEAN countries [5]. For example, ASEAN, the EU,
MERCOSUR have seen the liberalisation of foreign trade
with individual countries and integration groups. Trade flows
in some countries are mainly directed to individual regions
or countries, but their stability is not guaranteed for a number
of reasons, so both commodity and geographical diversifi-
cation of exports are needed.

C. Deger examining changes in the structure of Turkey’s
international trade during 1995-2012 identifies a shift in its
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trade with the EU to Asia [6]. Therefore, the existence of
bilateral trade agreements with a number of countries is no
longer surprising, although they may be located on different
continents and differ in the level of economic development.
Ukraine has also concluded a number of bilateral free trade
agreements with dozens of countries, but it also remains a
member of the Black Sea Economic Cooperation (BSEC)
and the Organisation for Democracy and Economic Devel-
opment (GUAM). Although exports are largely focused on
the European market and Ukraine’s European integration
aspirations are well known, the market of the East, in par-
ticular the BSEC member states, continues to be important.

The BSEC has significant economic potential, given
the availability of resources of its countries, population,
scientific potential. The importance of cooperation is also
evidenced by common goals, a number of documents of the
group and others. The BSEC market is important for its
countries, the share of exports to it did not fall below 10.6%,
and for some exceeded 50%. The importance of regional
trade for the BSEC member states is confirmed by the fact
that their share of exports to the organisation was higher
than, for example, Turkey (according to calculations made
according to ITC). This is especially important in terms of
population growth in the world, the need to increase product
competitiveness, increase production, etc.

The purpose is to determine the peculiarities of foreign
trade relations of the Black Sea Economic Cooperation and
to develop proposals for deepening their development. The
tasks are to study the development of foreign trade of the
BSEC countries, identify the importance of regional trade
for member countries and promising areas of cooperation,
study of domestic and extra-regional trade.

Literature Review

The benefits of integration have led to the inclusion of almost
all countries in this process. And as noted by V. Babenko,
O. Poplavska, M. Tkach, M. Sidorov, V. Ovchynnikova and
Y. Fomina [7], that at the present stage of international
economic relations there are more and more integration
groups, states seek to become their members to improve trade
conditions. And in the era of globalisation, international
trade (IT), as the oldest form of international economic re-
lations, is being transformed into a global system and con-
tributes to a qualitatively new stage in the development of
the world economy. Scientists define integration processes
as a characteristic feature of the modern development of the
global system of international trade [7]. Moreover, integra-
tion processes are observed on all continents, and between
countries have different levels of economic development.
Regarding Ukraine’s integration, special attention
is focused on the EU, due to the expectation of a number
of benefits. Yes, V. Babenko, I. Perevozova, M. Kravchenko,
M. Krutko, D. Babenko [8] argue for the development of
mutual cooperation with the EU for sustainable development
and considering the specific features of the Ukrainian econ-
omy, in particular: the EU is a large market, a good market
for imports; trade with the EU is an important source of
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currency; production technology (there is a lack of capital
to modernise existing and create new enterprises, and
without modernisation of production Ukraine is unlikely
to overcome the growing gap with economically developed
countries, but entering the EU market will open access to
Ukraine for foreign investors and capital); access to the
European market of Ukrainian enterprises is important as
a source of experience and practical skills to compete with
producers in other countries; the development of cooper-
ation with the EU will contribute to more efficient use of
Ukraine’s potential as a transit country, which means in-
creasing revenues from exports of transport services and
the development of related industries [8]. The level of devel-
opment of the EU, its share in world imports, the develop-
ment of technology and other factors confirm the benefits
of cooperation with this group, which makes it attractive
to many countries. This is evidenced by the development
of trade, the existence of regional trade agreements with
him and the desire of many countries to join the EU. How-
ever, the development of foreign trade and the conclusion
of regional trade agreements with other countries are also
important. Currently, Ukraine is a member of the Black Sea
Economic Cooperation (BSEC), whose members are sig-
nificant producers and exporters of strategic products and
permanent trade partners of Ukraine.

The BSEC became a full-fledged regional economic
organization in 1999, which was preceded by the conclusion
of the Istanbul Declaration in 1992 [9; 10]. SI. Sokolenko
believes that its importance is confirmed by the fact that the
organisation is located at the junction of three continents,
from the Baltic Sea to the Pacific Ocean, and from the
Mediterranean and Adriatic Seas to the Arctic Ocean [11].
The defining characteristics are: the diversity of natural re-
sources, a strong labor market that is competitive with other
regions; high intellectual potential, activity of scientific in-
stitutions; consumer market of 330 million people, where
there is a long high demand; the region is attractive for the
development of international tourism [11]. Member States
should take advantage of these benefits to develop tourism,
which is typical of Turkey and Greece, and this can help
increase demand for agri-food products.

According to Ukrainian scientists, the Black Sea
Economic Cooperation (BSEC) is a potentially capacious
market that could be key in trade between Europe, the Middle
East and Asia [12]. G. Mikaelyan believes that this region is
one of the most dynamically developing in the world [13].
A. Goncharuk and I. Troyan note that the BSEC is an ex-
ample of a modern model of project-sectoral integration of
economies of countries that differ in socio-economic level
of development, economic structure, cultural and religious
aspects of life. However, although the differences are growing,
economic cooperation is important for the development of
national economies, based on the implementation of joint
projects in energy, transport and other areas [14]. We believe
that some differences, such as natural resource potential,
specialisation of production may promote integration, and
others, including political aspirations, the main vector of
integration, inhibit it, so we propose to divide them into
two groups (those that promote and inhibit integration).
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An important feature of the BSEC, according to
G. Mikaelyan is that its activities contribute primarily to the
development of trade, not trade. The use of regional potential
will allow making a breakthrough in economic development,
as was the case in Europe [13]. N.O. Kukharskaya believes that
active participation in the BSEC opens up prospects for
Ukraine’s international economic relations, which can be
defined as a southern vector that is underdeveloped [15].
I.Yu. Guzhva appropriately notes that almost all countries
of the Organisation are members of the WTO, whose system
provides a practical mechanism for exchanging informa-
tion, which makes the MT transparent [16]. Research on
Ukraine’s integration focuses primarily on the EU, but it is
advisable to take advantage of participation in the BSEC,
which led to the study.

Materials and Methods

General scientific and special methods were used in the
research process. The historical-logical method was used to
study the development of international economic integration
and, directly, the cooperation of the BSEC countries, which
revealed its main directions, principles of organisation, goals,
main mechanisms of interaction, etc. The method of com-
parison identifies the leading countries of the Cooperation,
the largest exporters and importers of products.

Graphic and tabular methods were used to analyse
the foreign trade of the integration group, which allowed to
trace the main trends and study the structure of trade.

The method of analysis and synthesis revealed the
influence of various factors on the development of cooper-
ation, determined the importance of foreign trade relations
of the BSEC countries, its market for them, considering
participation in other integration groups, signed the most
important regional trade agreements, natural resources, etc.
The economic-mathematical method identified the impor-
tance of the group for foreign trade of its member countries,
identified the most exported goods and compared their share
in exports to the Organisation in total exports. Thanks to
the method of analysis, the main export agri-food products
have been singled out. Through the use of a systematic ap-
proach, the main directions of deepening cooperation and,
in particular, trade within the BSEC are proposed.

Thus, to achieve this goal, methods of analysis were
used to identify features of trade of the BSEC in general
and its member countries, historical method, abstract and
logical to determine promising areas of cooperation in the
group, economic and mathematical, tabular, etc. The in-
formation base for the study of the development of foreign
economic relations of the BSEC countries was the statistics
of the World Bank [17], the Center for International Trade
(ITC) [18], regulations of Ukraine [19; 20], international
agreements [1; 2; 10] and etc.

Results and Discussion

Promising areas of cooperation and foreign trade of the
BSEC countries

In recent years, there has been an increase in the number
of regional trade agreements (RTAs) concluded simultane-
ously with countries on different continents and members

o




Development of trade and economic relations of the BSEC countries

of different integration groups. The BSEC covers the territory
of the Black Sea coast, the Balkans, the Caucasus, with an
area of almost 20 million square kilometers; 335 million
people live in the region, the volume of trade in the region
is 187 billion dollars. for a year; the region is the second
largest source of oil and natural gas after the Persian Gulf,
along with significant reserves of minerals, metals and other
natural resources; and becomes Europe’s main transport and
energy corridor [9]. Areas of Black Sea cooperation were
discussed at intergovernmental meetings in 1990-1992 and
include joint projects on energy, telecommunications, trans-
port, science and technology, agriculture and food industry,
the creation of free economic zones, ecology [21, p. 29].

It is expected that with the increasing role of Black
Sea cooperation in the world economy, the importance of
Turkey will increase. Therefore, cooperation with it is prom-
ising, and significant benefits are projected [22, p. 273]. In
addition, it is important to establish a free trade area ( FTA)
with it. Areas of cooperation under the BSEC Charter are:
trade and economic development, cooperation between cus-
toms and other border authorities, banking and finance,
science and technology, agriculture and agro-industry, energy,
transport, environment; communications, healthcare and
pharmaceuticals; tourism, exchange of statistics and economic
information, etc. [19]. According to the BSEC Charter [19],
the organisation should implement a number of principles
and goals, including promoting the development and di-
versification of bilateral and multilateral cooperation; de-
velopment of economic cooperation without violating the
international obligations of the countries of the organisation;
improving the conditions of entrepreneurial activity; con-
sidering the specific economic conditions and interests of
members of the group; encouraging the process of economic
cooperation of other interested enterprises, countries, inter-
national economic and financial institutions, etc. [19]. It is
worth noting the differences between countries in terms of
their socio-economic development, availability of natural
resources, religious affiliation, WTO membership, some pro-
moting integration and others hampering, so we propose to
divide them into two groups of factors (those that contribute
to and inhibit integration).

Table 1. Coordination of the BSEC member states in the activities of working groups

The principles set out in the Declaration on the Es-
tablishment of the BSEC [10] were proclaimed in a statement
adopted at the summit of the group on 30 June 1995 and
in the Declaration adopted at the meeting of heads of state
on 25 October 1996, which set out the main mechanisms
for cooperation and priority areas, the main of which are:
gradual harmonisation of foreign trade and customs leg-
islation, and unification of the tax and visa regime of the
BSEC countries; state support of individual and collective
initiative as an important factor in achieving the objectives
set out in the 1992 Declaration [10]; stimulating the devel-
opment of cooperation in various fields of interest [23, p. 607];
contribution to the development of a competitive economy
in the Black Sea region; building the capacity and innovation
capacity of enterprises and thus forming a new production
capacity for bilateral and multilateral business contacts; cre-
ation of a regime of free movement of goods, services and
capital, which will stimulate economic contacts, expand the
boundaries of production cooperation, joint investments in
the field of mutual interests; formation of security infrastruc-
ture due to the creation and development of joint financial
and information networks; cooperation in agro-industrial
complex, in particular on the basis of production of equip-
ment for farms, production and processing of some grain;
development of food and processing industry; cooperation
on the development of a unified customs system and the
formation of an effective mechanism of mutual settlements
with the prospect of the formation of the Black Sea Payment
Union; transition to the current transport and handling and
warehousing technologies, construction of transport infra-
structure facilities; use and protection of Black Sea resources;
cooperation in the development of the region’s fuel and raw
material base and rational energy consumption as a result
of joint financing of energy facilities, modernization of oil
refineries, construction of oil and gas pipelines, etc .; devel-
opment of a modern telecommunications system; imple-
mentation of joint projects of technological re-equipment
of metallurgical industries [23, p. 608]. Moreover, a number
of working groups have been set up to deal with relevant
issues (Table 1).

No. Workgroup Countries

1. Banking and finance Greece, Turkey, Ukraine

2. Communication Turkey, Georgia, Moldova

3. Railway transport Albania, Greece, Russian Federation
4. Energy Armenia, Moldova

5. Fighting crime Russia

6. Environmental protection Bulgaria, Ukraine

7. Health care Georgia

8. Science and technology Romania

9. Tourism Turkey, Bulgaria, Romania

10. Trade and economic cooperation Ukraine, Armenia

11. Transport Georgia, Romania, Russian Federation

Source: [23, p. 610]
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The Declaration states that economic cooperation will
develop without violating the obligations of countries and
will not hinder the development of relations with third parties,
including international organisations, the EU, and cooper-
ation within regional initiatives [10]. This is especially im-
portant given the participation in the EU and the desire
of individual countries to do so. By the way, in the UN the
Organisation has the status of an observer [13, p. 143].
A. Goncharuk and I. Troyan note: “In the context of dynamic
development of economic integration, there are questions
of determining trade aspects of deepening cooperation,
because foreign economic activity of countries is increasingly
becoming a key object of their integration relations” [14,
p- 27-28]. Thus, the intensification of trade and economic
cooperation of Ukraine in the BSEC is explained by the
following: 1) participation is the only institutionalised area of
subregional economic cooperation; 2) the most comprehen-
sive realisation of national economic interests is facilitated
by the intensification of trade cooperation within the Black
Sea subregion; 3) economic cooperation with the countries
of the subregion creates an alternative model of economic
integration, based on centered strategic guidelines and project-
sectoral approach to the implementation of trade relations [14,
p. 31]. In general, the national interests of each country of
the Organisation are highlighted, including Turkey’s lead-
ership, Azerbaijan — attracting foreign investment in inno-
vation, technology transfer for technical support of basic
export industries, Ukraine - increasing exports, intensifying
foreign investment from BSEC and Black Sea Trade and
Development Bank, diversification of gas and oil products
supplies, diversification of markets for agro-industrial prod-
ucts, etc. [14, p. 32-33].

Important for cooperation is energy, which is associ-
ated with the transit status of the Black Sea subregion, and
is a unifying element of the energy systems of Western Europe
and North Asia. The country is concerned about the tech-
nical possibilities and economic justification for the devel-
opmentof a single energy system (in the group) and the rel-
evant concept of energy development. The most profitable
option for Ukraine in terms of energy supplies to Western
Europe is the Black Sea-Ukrainian (Georgia-Ukraine-EU),
although it is competing with the Iranian-Turkish, Caspian-
Turkish, Black Sea-Romanian (Georgia-Romania-EU) and
NABUCCO oil pipeline. In addition, the provision of tourist
and recreational services is a profitable, although under-
developed sector of trade cooperation. Health resources,
nature reserves, territories of historical and cultural signifi-
cance, recreational landscapes are a significant potential for
tourism development [14, p. 37-38]. I.A. Troyan notes that
the complex identification of disintegrating factors can be
partially eliminated by their complex identification, analysis,
and development of appropriate measures [24].

Subregional integration is also hampered by diver-
gence in the social and economic standards of the grouping
countries, especially in product standardisation. A common
problem of the countries is the insignificant connection
between scientific and technological research and national
economic development. Thus, the International Center for
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Black Sea Research was supposed to promote the use of
scientific and technical achievements and innovative projects
for the development of economic cooperation, but there
were no great successes, and most enterprises in the BSEC
market are characterised by low technology [24, p.145]. The
importance of science is confirmed by the international
symposium “Integration of scientific systems of BSEC member
states into the European scientific space: experience and pros-
pects” (Kyiv, April 24-25, 2008), where round tables were
held: “Experience and new opportunities in expansion sci-
entific and technological cooperation of scientists within
the BSEC and the EU: historical and sociological aspects”;
“Application of European innovation indicators in the BSEC
member states”, “Improvement of national systems of training
and certification of scientific personnel in the context of the
Bologna process” [25, p. 57-58]. And the importance of the
EU for the group is confirmed. The Istanbul Declaration
of Science and Technology includes priority areas for joint
projects, including trade, industry, energy, transport, com-
munications, standardisation and certification, information
exchange, tourism, agriculture, the environment, etc. The group
also has a working group on science and technology, which
should provide a mechanism for cooperation in the protection
of intellectual property; promoting cooperation between re-
gional academies of sciences, higher education institutions,
research institutions and centers; organisation of regional
exchange of scientific and technological achievements and
databases of scientific and technological information. In ad-
dition, the group proposed the creation of a scientific space
for the group, which contributed to the first conference of
representatives of academic circles of the BSEC countries (1996,
Athens), conferences of representatives of national academies
of sciences (April, 2002), creation of the International Center
for Innovative Technologies, the International Center for
Black Sea Research, the International Center for Water, the
Association for Seismic Protection of BSEC member states
and others [25, p. 58]. At the same time, special attention
should be paid to the development of mutually beneficial
projects, the interaction of science and production in the
agricultural sector. It is advisable to consider the differences in
climatic conditions of these countries, the impact of climate
change and, accordingly, their cultivation and production
of certain types of crop and fish products, and the develop-
ment of intra-industry trade depending on the season.

By the way, a significant share of income from Bul-
garia, Georgia, Romania and Turkey comes from tourism and
seaside resorts. For Azerbaijan, Armenia and Moldova, in-
tegration is beneficial only economically [13, p. 146-147].
It is believed that close cooperation between the Black Sea
and the Mediterranean would be a promising area of coop-
eration, which would include the periphery of Europe and
contribute to the realisation of the idea of a united Europe [26].
The BSEC is important for long-term cooperation with the
Caucasus, the Middle East, Central Asia [16, p. 32]. Ukrainian
scholars note the simultaneous cooperation of Ukraine in
the western and eastern directions, in particular the BSEC,
but emphasise the strategic perspective of comprehensive

integration into the EU [27, p. 463].
O



Development of trade and economic relations of the BSEC countries

It is worth noting the special importance of the BSEC
for the EU in terms of trade, energy, transport, environment.
The EU is an important economic and trade partner for the
countries of the Black Sea region, with preferences playing
a special role. The region is of strategic importance for the
EU in terms of energy supply, and is important for the di-
versification of energy supplies, etc. [28]. The BSEC coun-
tries are trying to integrate into the EU. For example, from
January 1, 1996, Turkey is a member of the CU with the EU,
and since January 1, 2016, Ukraine - FTA with them [29,
p- 20]. It is worth noting the Mediterranean strategy of the
EU, in particular in the 60s. Special trade benefits received
Morocco, Turkey, Cyprus, Spain [30, p. 70], and in 1994 the
Mediterranean area was named a region of “strategic and
priority importance” [30, p. 72]. This confirms the importance
of working with him, but there are many difficulties.

They also see an important task in strengthening
cooperation with the EU, primarily conditioned upon joint
participation in high-level events of their EU and BSEC
countries, the development of mechanisms for cooperation
in individual sectors [16, p. 32]. The BSEC economic coop-
eration policy is not characterised by coherence, on the con-
trary, it is based on competition between leading countries
and between other members of the group in sectoral projects.
Thus, the optimisation of trade and economic cooperation
should consider the national interests of most BSEC countries
on a parity basis [24, p. 7]. There are two ways to develop the
BSEC: 1) pessimistic scenario, ie the gradual absorption of
programmes and the EU and other integration organisations,
2) optimistic — independent development of the group and
theregion, eventoformanEU-likestructure[13,p.150-151].
Although, given the creation of different depths of associa-
tions in the Organisation, it seems quite unrealistic to cre-
ate an FTA. To intensify trade and economic cooperation, it
is necessary to resort to specialised and localised exchange
of information [16, p. 33]. That is, the creation of the FTA is
preceded by a significant amount of work, and a clearly de-
fined plan with deadlines should help speed up this process.

However, free trade agreements have been signed by
some BSEC member states, including Georgia and Turkey,
Ukraine and Georgia, etc., which may also help strengthen
trade liberalization within the group. The desire of some
countries to join the EU raises questions about the effective
development of BSEC integration, but the membership of
Greece, Romania and Bulgaria in the EU, the low probabil-
ity of other countries joining the Union and disintegration
processes raise doubts about the latter.

By the way, there are factors that determine the via-
bility of the BSEC in the future: a pragmatic approach, which
involves considering the fundamental economic interests
of the BSEC countries with an emphasis on the needs of coun-
tries with economies in transition; focus on the development
of specific projects of cooperation in the most important
areas: trade, agriculture, energy, transport, communications,
tourism, environmental protection, while business circles are
encouraged to implement them together with government
agencies; development of bilateral and multilateral relations [31,
p- 81]. In the long run, the most promising is cooperation
in the production and marketing of the Middle East, Asia and
Africa, agricultural products, engineering and information
technology industry [32, p. 159]. This is of particular impor-
tance for Ukraine, which remains a significant exporter of
agricultural products and has a strong scientific potential.

Given Ukraine’s dependence on energy, we note the
Cabinet of Ministers Resolution “On Approval of the State
Target Economic Program for Energy Efficiency and De-
velopment of Energy Production from Renewable Energy
Sources and Alternative Fuels for 2010-2021” (March 1, 2010
No. 243), aimed at “is to create conditions for bringing the
energy intensity of Ukraine’s gross domestic product closer
to the level of developed countries and European Union
standards,..., increase the efficiency of fuel and energy re-
sources and strengthen the competitiveness of the national
economy; optimising the structure of the energy balance,
in which the share of energy from renewable energy sources
and alternative fuels will be at least 10 percent in 2015, by
reducing the share of imported fossil fuels, including natural
gas, and replacing them with alternative energy sources [20].
Moreover, all BSEC countries (during the session of the
Parliamentary Assembly) confirmed their interest in creating
a common Black Sea electricity “ring”. Back in the late 1990s,
such a project was proposed in general, but in 2009. Georgia
introduced the idea of the “ring”, and Turkey and then other
countries supported. The resource base of the project is the
large hydropower and oil and gas resources of the region [33].
V.A. Kravchenko and A.K. Gudakov noted the improvement
of macroeconomic indicators of Ukraine conditioned upon
improved cooperation within the group [32, p. 157]. The benefits
and opportunities of integration must be used, given the sig-
nificant potential of the groups member countries. According to
the World Bank [17], the BSEC has a population of 337.82 mil-
lion, and most in Russia, Turkey, Ukraine, Romania, so it would
be appropriate to focus on demand from these countries, with
the highest population growth in Turkey (1.47%) (Fig. 1).
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Figure 1. Population in the BSEC countries, 2018

Source: compiled by the author according to the World Bank [17]
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The highest GDP growth is observed in Armenia
(5.20%), Georgia (4.80%), Serbia (4.39%), Albania (4.15%),
Romania (3.95%), and less in Russia (2.25%), Turkey (2.83),
Ukraine (3.34%), Greece (1.93%). The highest inflation rate
is observed in Turkey (16.44%), Ukraine (15.41%), Azerbaijan
(11.87%), Russia (10.30%), and in other countries — below 6%,
with the lowest in Albania (0.95%) and Greece (0.55%). The
share of agriculture in GDP is highest for Albania (18.42%),
Armenia (13.70%), Ukraine (10.14%), Moldova (10.08%), and
the lowest for Greece (3.72%), Bulgaria (3.65%), Russia (3.15%),
and in other countries did not exceed 7% and did not fall
below 4%. By industry, the largest shares were for Azerbai-
jan (52.21%), Russia (32.07%), Turkey (29.47%), Romania
(28.97%), the smallest for Georgia (19.22%), Greece (15.27%).

At the same time, exports of goods and services to
GDP are highest for Bulgaria (66.94%), Azerbaijan (54.29%),
Serbia (50.78%), Georgia (50.56%), Ukraine (45.21%), Ro-
mania (41.64%), Armenia (37.81%), and the lowest — Tur-
key (29.53%), Moldova (29.29%). In terms of imports, ex-
cept Bulgaria (64.31%), Georgia (61.2%), Serbia (59.29%),
Ukraine (53.81%), Armenia (53.48%), Romania (44.85%),
the highest values were observed in Moldova (55.0%) and
Albania (45.40%), and the lowest — Turkey (30.63%) and
Russia (20.77%). In general, the first positions in trade were
occupied by Bulgaria (109.09%), Serbia (89.15%), Ukraine
(79.79%), Romania (74.07%), Moldova (74.02%), Georgia
(70.87%), and the last Turkey (50.69%), Greece (47.98%),
Russia (41.81%). That is, the countries with the highest rates
are characterised by the greatest openness of trade. Given the
importance of new technologies for economic development,
it should be noted that the highest share of their exports
in Greece (12.81%), Russia (10.96%), Romania (10.80%),
Bulgaria (9.98%), and the lowest — in Moldova (2.53%),
Turkey (2.33%) and Albania (0.05%). Regarding the inflow
of foreign direct investment (FDI), the leaders are Turkey
(13061.0 million dollars), Russia (8784.85), Romania (7343.56),
Serbia (4107.32), Greece (4025.45), Ukraine (2476.0 million
dollars), and for other countries the value did not exceed
1403.0 million dollars. (Azerbaijan), and were the lowest for
Moldova (311.87) and Armenia ($ 254.15 million). In other
words, the BSEC essentially singles out the leading countries
such as Russia and Turkey, and trade with others is largely
determined by export-import relations with them. The mem-
bership of Bulgaria, Romania and Greece in the EU is im-
portant for the development of trade and integration of
individual BSEC countries with the EU.

Exports of the BSEC in 2018 amounted to 863.7 billion
dollars, with the largest exporters being Russia (444.01 billion
dollars), Turkey (167.97%), Romania (79.67%), Ukraine
(47.35 billion) USD), they account for 85.6% of trade, and
only Russia - 51.4%. The smallest exports were made by
Georgia (3.35 billion dollars), Albania (2.88 billion), Mol-
dova (2.71 billion), Armenia (2.41 billion dollars), and for
other countries it did not fall below 20 billion USD. These
same countries remained the largest exporters and importers.

It should be noted that the highest unemployment
rates were in Greece (21.49%), Armenia (17.70%), Geor-
gia (13.94%), Albania (13.75%), Serbia (13.48%), Turkey
(10.82%), Ukraine (9.51%), and in other countries less than
6.16% (Bulgaria), with the lowest in Azerbaijan (5.0%),
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Romania (4.93%), Moldova (4.1%). In 2018, compared to
2017, there was a slight increase in unemployment in Turkey,
and in Greece, Georgia, Serbia, Turkey, Ukraine, Bulgaria,
Russia, Azerbaijan, Romania, Moldova decreased, and most
in Greece. In the exports of the BSEC [30] the largest share
is occupied by the commodity group “Mineral fuels; oil and
products of its distillation”, which in 2018 amounted to 32.5%,
and during 2010-2018 varied from 26.5% to 46.7%. There was a
decrease, in particular, until 2015 it did not fall below 43.7%,
and later did not exceed 32.5%. Also predominant in exports
are ferrous metals (5.8% in 2018), land transport, except
rail (5.4%), nuclear reactors, boilers, machinery (4.8%), elec-
tric machinery (4.5%), cereals (2.6%), pearls, precious or
semi-precious stones (2.1%), their share in 2018 did not
fall below 2.1%. Less than 2%, but more than 1% of total
exports (in 2018) accounted for ferrous metal products,
plastics, polymeric materials, aluminum and aluminum
products, wood and wood products, clothing and clothing
accessories, knitted, copper and articles thereof, clothing and
clothing accessories, textiles, rubber, rubber, ores, slag and
ash, fats and oils of animal or vegetable origin, fertilizers,
furniture. This trend was maintained with a few exceptions.
Among agri-food products, the largest share in exports is
occupied by cereals (2.6% in 2018), fats and oils of animal
or vegetable origin (1.1%), edible fruits and nuts (0.8%),
and if in 2010 it amounted to 1.1%, 0.7% and 0.8%, respec-
tively, then in 2018 2.6%, 1.1% and 0.8%, i.e. the inclusion of
fruits and edible nuts, which are not changed, there was an
increase.

Importance of regional trade for BSEC member states

Consider the commodity structure of exports of the BSEC
countries. In 2018, the share of Albania’s exports to the BSEC
amounted to 18.85% of its total exports. The largest share
was occupied by ferrous metals (share in exports to the
BSEC was 20.23%; and in Albanian exports 10.45%), mineral
tuels, oil and its products (12.98% and 13.33%), vegetables
(7.51%, 2.39%), clothing and clothing accessories, textile
(7.40%, 11.00%), clothing and accessories, knitted (7.3%,
8.36%), salt, sulfur, earth and stones (5.74% and 2.38%),
footwear (4.12%, 19.34%), aluminum and aluminum prod-
ucts (3.55%, 2.5%), products vegetable processing (3.21%,
0.63%), and the top ten included vegetables and products
of their processing. Moreover, the value of all these goods
did not fall below 3%, in total they accounted for 72.05% of
exports to the group, in total exports of Albania — 70.38%.
Almost half of Armenia’s exports, 42.11%, come
from the BSEC countries. Among the goods that exported
the most: ore slag and ash (their share in exports to the
BSEC was 27.77%, and in total exports of Armenia 23.37%);
clothing and clothing accessories, textile (8.19% and 6.61%);
clothing and clothing accessories, knitted (5.04% and 2.24%);
pearls (4.46% and 12.9%); vegetables (2.68% and 1.19%);
edible fruits and nuts (2.46% and 1.06%); vegetable process-
ing products (2.19% and 1.13%). Their share in exports
to the group was 52.8%, and in total exports of Armenia -
48.49%. The share of any of these goods did not fall be-
low 2% in exports to the Organisation. Vegetables sell more
agri-food products; edible fruits and nuts; vegetable pro-
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Development of trade and economic relations of the BSEC countries

As for Azerbaijan, in 2018 almost 20% of its exports
went to the BSEC. Mineral fuels are mainly exported; oil
and products of its processing, their share in exports to the
Organisation amounted to 73.31%, and in total exports of
Azerbaijan 91.74%. Also the most exported are: edible fruits
and nuts (values were 7.12% and 1.67%, respectively); veg-
etables (5.94% and 1.20%); cotton (2.49% and 0.56%); alu-
minum and articles thereof (2.33% and 0.58%). The share
of these goods did not fall below 2% in exports to the group;
In total, these five product groups accounted for 91.19% of
exports to the BSEC and 95.74% of Azerbaijan’s exports.
Among the main goods sold by Azerbaijan are agri-food
products, including edible fruits and nuts and vegetables.

Almost a third (28.01%) of Bulgarias exports go to
the BSEC countries. Mineral fuels are exported the most;
oil and products of its refining (the share in exports to the
BSEC is 9.68%, and in total exports of Bulgaria — 8.45%);
nuclear reactors, boilers, machinery (7.57% and 8.15%);
electric machines (6.56% and 10.94%); copper and articles
thereof (5.37% and 8.94%); ferrous metal products (5.28% and
3.03%); ferrous metals (4.44% and 2.37%); plastics, poly-
meric materials (4.25% and 2.95%); pharmaceutical prod-
ucts (3.67% and 3.18%); cereals (3.65% and 3.65%); means
of land transport, except rail (3.23% and 3.13%); glass and
glass products (2.49% and 1.40%); wood and wood prod-
ucts (2.12% and 1.05%). The share of exports to the BSEC
of any of these goods was not less than 2%, and together
amounted to 58.3%, and relative to total exports of Bulgaria —
57.22%. Among agri-food products, grain was the most
exported.

Trade within the BSEC is also important for Greece,
in particular, the Organization’s countries account for 17.4%
of its exports. The largest share falls on mineral fuels, oil and
products of its distillation (the share in the BSEC exports
is 31.7%, and in the total exports of the country — 34.33%);
plastics, polymeric materials (7.68% and 3.53%); nuclear
reactors, boilers, machinery (4.94% and 4.75%); ferrous
metals (4.62% and 1.95); aluminum and its products (4.61%
and 5.24%); edible fruits and nuts (3.82% and 2.67%); cop-
per and articles thereof (3.3% and 2.01%); toys (2.73% and
0.8%); electric machines (2.22% and 2.98%). These goods
account for 65.61% of exports to the BSEC and 58.1% of
total Greek exports, with exports of each falling below 2%.
The largest share falls on industrial products, and agricul-
tural products — edible fruits and nuts. The importance of
the BSEC for Greece, which is a member of the EU, shows
the feasibility and necessity of developing foreign trade re-
lations and concluding RTUs with different countries.

The BSEC is of particular importance to Georgia,
as it accounts for more than half of its exports (53.94%).
Among the goods that Georgia exports the most ore, slag
and ash (their share in exports to the BSEC is 22.32%, and
in the country’s total exports — 19.85%); ferrous metals (16.49%
and 16.28%); clothing and clothing accessories, knitted (3.75%
and 2.10%); fertilizers (3.54% and 4.04%); mineral fuels, oil
and products of its distillation (3.37% and 4.12%); nuclear
reactors, boilers, machinery (3.16% and 2.73%); edible fruits
and nuts (2.73% and 3.10%); pharmaceutical products (2.54%
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and 4.45%). The share of each of these goods in the BSEC
did not fall below 2.5%, and in general the share of their
exports to the group was 57.9%, and in the total exports of
Georgia — 56.67%.

It is difficult to overestimate Moldova’s trade with the
BSEC, which accounts for almost half of its exports (49.3%).
The largest share falls on electric machines (their share in
exports to the BSEC was 29.65%, and in total exports 19.45%);
seeds and fruits of oilseeds (13.9 and 8.95); edible fruits and
nuts (7.45% and 7.67%); pharmaceutical products (4.36%
and 2.66%); cereals (4.22% and 8.23%); clothing and clothing
accessories, knitted (3.55% and 4.13%); clothing and clothing
accessories, textile (3.32% and 7.22%); glass and glass prod-
ucts (3.10% and 1.89%). They accounted for 65.99% of exports
to the BSEC and 60.18% of Moldova’s exports. The smallest
share of exports of each of these goods to the BSEC did not
fall below 3%. Seeds and fruits of oilseeds were the most ex-
ported from agri-food products (13.9% and 8.95%); edible
fruits and nuts (7.45% and 7.67%); cereals (4.22%).

Although Russia is one of the largest suppliers of the
BSEC, only 10.6% of its exports went to the group, of which
mineral fuels, oil and refining products account for 40.56%,
and in total exports they account for 52.87%. Among the
goods that Russia exports, ferrous metals also occupy the
largest share (their share in exports to the BSEC was 9.19%,
and in the country’s total exports — 5.2%); cereals (3.57%
and 2.33%); nuclear reactors, boilers, machinery (2.55% and
2.04%). The share of these goods in exports to the group was
55.86%, and in total exports of Russia — 62.44%, and separately
for each product group did not fall below 2%. It is worth pay-
ing attention to the significant volumes of grain exports.

Romania’s share of BSEC exports was 13.2%, higher
than Russia’s, although the former is a member of the EU.
However, the commodity structure of Romanian exports is
quite diversified, and among the goods that exported the
most to the group, the share of each of which exceeded 2% -
mineral fuels, oil and its products (their share in exports to
the group is 18.13%, and in Romanian exports — 4.36%); means
of land transport, except rail (10.39% and 17.36%); electric
machines (9.69% and 17.62%); nuclear reactors, boilers,
machinery (8.23% and 11.0%); ferrous metals (8.13% and
2.89%); plastics, polymeric materials (3.9% and 2.32%); ce-
reals (2.5% and 3.23%); seeds and fruits of oilseeds (2.49%
and 1.79%); ferrous metal products (2.41% and 3.12%);
rubber, rubber (2.35% and 3.41%); essential oils (2.2% and
0.52%); pharmaceutical products (2.13% and 1.12%). They
account for 72.54% of exports to the BSEC and 68.73% of
Romania’s total exports. Among the goods that Romania
exports the most to the BSEC are agricultural products, in-
cluding cereals and seeds and fruits of oilseeds.

Almost a fifth (19.33%) of Serbia’s exports are to the
BSEC. Among the goods that were mostly exported to the
group and the share of exports exceeded 2% - grain (the
share of exports to the Organization was 7.37%, and in total
exports of the country — 2.42%); electric machines (7.17%
and 13.55%); ferrous metals (6.57% and 5.39%); copper and
articles thereof (6.28% and 3.41%); rubber, rubber (5.62%
and 4.86%); nuclear reactors, boilers, machinery (5.41%
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and 6.99%); plastics, polymeric materials (5.3% and 5.02%);
mineral fuels, oil and products of its distillation (5.26% and
2.9%); edible fruits and nuts (5.19% and 3.05%); paper and
cardboard (4.5% and 2.5%); clothing and clothing accesso-
ries, knitted (3.77% and 2.57%); pharmaceutical products
(2.86% and 1.43%); organic chemical compounds (2.47%
and 1.48%); seeds and fruits of oilseeds (2.02% and 0.95%).
These goods accounted for 69.79% of exports to the BSEC
and 56.53% of Serbia’s total exports. Among agri-food prod-
ucts, grain was the most exported; edible fruits and nuts, as
well as seeds and fruits of oilseeds.

Turkey directs only 10.8% of its exports to the BSEC.
Among the goods that sell the most nuclear reactors, boilers,
machinery (the share in exports to the group is 11.06%, and in
Turkish exports — 9.43%); means of land transport, except
rail (8.7% and 15.93%); ferrous metals (6.31% and 6.88%);
electric machines (5.94% and 5.19%); plastics, polymeric
materials (5.93% and 3.6%); ferrous metal products (5.9%
and 3.89%); edible fruits and nuts (5.41% and 2.36%); min-
eral fuels, petroleum and its products (3.23% and 2.63%);
knitted fabrics (3.12% and 0.91%); clothing and clothing
accessories, knitted (2.98% and 5.39%); clothing and cloth-
ing accessories, textile (2.33% and 3.73%); furniture (2.1%
and 1.86%). The share of exports to the group of each of
these groups exceeded 2%, and together they accounted for
63.01% of exports to the group, and 61.8% of total exports
of Turkey. Among agricultural products, the Organization
exported the most edible fruits and nuts (their share exceeded

5%, and in the country’s total exports — 2%). Moreover, the
share of exports of certain product groups is smaller than
some BSEC countries, in particular Moldova, Georgia,
Azerbaijan, although its volumes are higher. For example,
the share of ferrous metals exports to the BSEC of Turkey
was 6.31%, and Georgia — 16.49%.

More than a fifth of Ukraine’s exports (20.7%) go
to the BSEC. Among the goods that are exported the most -
ferrous metals (their share in exports to the BSEC was
27.24%, and in exports of Ukraine — 20.99%); inorganic
chemistry products (7.41% and 1.87%); nuclear reactors,
boilers, machinery (6.87% and 3.64%); electric machines
(4.83% and 6.19%); ores, slag and ash (4.18% and 6.41%);
seeds and fruits of oilseeds (3.89% and 4.13%); ferrous metal
products (3.56% and 2.34%); wood and wood products (3.45%
and 3.15%); plastics, polymeric materials (2.88% and 1.29%);
paper and cardboard (2.71% and 1.02%); cereals (2.12%
and 15.3%). The share of each of these goods exceeds 2%,
and in total they accounted for 69.13% in exports to the
BSEC and 66.34% in exports of Ukraine. Seeds and fruits of
oilseeds (3.89% and 4.13%) and cereals (2.12% and 15.3%)
are the most exported of agri-food products, their total
share of exports to the group was lower than in the total ex-
ports of Ukraine, and was 6.01% and 19.42%, respectively.

In general, the BSEC is a very important grouping
for each country, in particular taking into account their
share of exports to the Organization, population, commodity
diversification of exports and others (Table 2).

Table 2. Trade indicators of the BSEC countries within the group

The share of individual

The number of some

Countries eihz:‘teso:o goods whose exports product groups whose Agro-food products, which are
thz BSEC did not fall below 2% exports did not fall mostly exported to the BSEC
to the BSEC below 2%
Vegetables (07)
Armenia 42.11 52.8 7 Edible fruits and nuts (08)
Vegetable processing products (20)
) Vegetables (07)
Albania 18.85 74.8 10 Vegetable processing products (20)
. Vegetables (07)
Azerbaijan 1995 o119 5 Edible fruits and nuts (08)
Bulgaria 28.01 58.30 12 Cereals (10)
Georgia 53.94 57.90 Edible fruits and nuts (08)
Greece 17.44 65.61 Edible fruits and nuts (08)
4929 Seeds and fruits of oilseeds (12)
Moldova : 69.55 8 Edible fruits and nuts (08)
Cereals (10)
. Cereals (10)
Romania 1317 72.54 12 Seeds and fruits of oilseeds (12)
Russia 10.59 55.86 4 Cereals (10)
Seeds and fruits of oilseeds (12)
Serbia 19.33 69.79 14 Cereals (10)
Edible fruits and nuts (08)
Turkey 10.79 63.01 12 Edible fruits and nuts (08)
Ukraine 20.68 69.13 11 Seeds and fruits of oilseeds (12)

Cereals (10)

Source: calculated by the author based on ITC data [31]
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Given the importance of the agricultural sector, it
is worth noting which types of agri-food products account

for the largest share in the exports of the BSEC countries to
the group (Table 3).

Table 3. Agricultural products, which occupy the largest share in the exports of the BSEC countries to the group

Freight group Countries

Crops Bulgaria, Moldova, Romania, Russia, Serbia, Ukraine
Seeds and fruits of oilseeds (12) Moldova, Romania, Serbia, Ukraine
Vegetables Armenia, Albania, Azerbaijan;

Edible fruits and nuts (08)

Armenia, Azerbaijan, Georgia, Greece, Moldova, Serbia, Turkey

Vegetable processing products

Armenia, Albania

Source: calculated by the author based on ITC data [31]

The development of trade within the BSEC is import-
ant for its member countries both in relation to all and, di-
rectly, agri-food products, and some countries are its main
exporters, which may help strengthen their position in the
world market.

Intra-regional trade of the BSEC

Exports of the BSEC of all goods from 2001 to 2018 (2019)
increased from 178,209.2 million dollars up to 866575.7 million
dollars (841326.3 million dollars), i.e. 4.9 times (4.7 times),
and more than in the world - 3.2 times (3.1 times). The
largest exporters are Russia, Turkey, Romania and Ukraine,
and this was observed both in 2018 (2019) and in 2001. Al-
though in 2001 the share of Ukraine (9.1%) was higher than
Romania (6.4%), but in 2018 the situation changed, and for
the first it was 5.5%, and for the second - 9.2%. The smallest
exporters remained Albania, Moldova, Georgia and Armenia,

their share in the group’s total exports did not exceed 0.3%
(and 0.4% in 2019), and in 2018 these countries accounted
for 1.2% BSEC exports. Greece, Bulgaria, Azerbaijan and
Serbia sold more products, and in 2018 their share did
not fall below 2.2% (Azerbaijan, Serbia), but did not ex-
ceed 4.6% (Greece). The share of Russia was not less than
46.2%, and in 2006 reached a maximum of 59.1%, although
from 2001 to 2018 it decreased from 56.0% to 51.9%, and in
2019 amounted to 50 , 3% (Table 4). For Turkey, the figure
increased from 17.6% in 2001 to 19.4% in 2018 (20.3% in
2019), and during this period ranged from 15.2 to 23.1%.
Gradually and significantly decreased the share of Ukraine,
in particular in 2001 it was 9.1%, and in 2018 (2019) was
the minimum - 5.5%, the maximum value was 9.8%. The
share of all countries, except Russia, Ukraine, Greece and
Moldova, in the group’s total exports in 2018 increased
compared to 2001 (and compared to 2019, except for the first
three countries).

Table 4. Share of BSEC member states in total exports of the group, 2001-2019

Exporters
Russia 56.0 583 570 578 559 503 462 487 519 503 46.2 59.1
Turkey 17.6 17.7 16.3 16.8 17.7 21.7 23.1 21.4 19.4 20.3 15.2 23.1
Romania 6.4 6.7 7.1 6.4 7.9 9.1 10.3 9.6 9.2 9.3 5.9 10.3
Ukraine 9.1 8.3 7.4 7.6 6.1 5.8 5.9 5.9 5.5 5.5 5.5 9.8
Greece 5.8 4.2 4.0 3.9 4.0 43 4.5 4.4 4.6 4.5 3.7 5.8
Bulgaria 2.9 2.8 3.0 2.9 3.3 3.8 4.3 4.3 3.9 4.0 2.7 4.3
Azerbaijan 1.3 1.1 3.1 2.6 2.4 1.9 2.2 2.1 2.2 2.3 1.0 57
Serbia 0.0 0.0 1.4 1.2 1.7 2.0 2.4 2.3 2.2 2.3 0.0 2.4
Georgia 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.2 0.4
Moldova 0.3 0.3 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.4 0.2 0.4
Albania 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.2 0.3
Armenia 0.2 0.2 0.1 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.1 0.3

Source: calculated by the author based on ITC data [31]

The share of exports of all BSEC goods in world
exports increased from a minimum of 2.9% in 2001 to 4.5%
in 2018 (2019), and the maximum value was 5.2%. For Russia,
the indicator is the highest and ranged from 1.6 to 2.9%,
and in 2018 (2019) it was 2.3%, ie its growth was observed.
For other countries the share was smaller, and the largest
for Turkey, although not exceeding 0.9%, for Romania and
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Ukraine the maximum value was 0.4%, Azerbaijan - 0.3%,
Greece and Bulgaria — 0.2%, and Serbia - 0.1%, Georgia and
Moldova - 0.02%, Albania (except 2001) and Armenia — 0.01%.

Exports of the BSEC countries within the group
increased from 25522.0 million dollars. in 2001 to 114136.0 mil-
lion dollars in 2018 (116765.1 million dollars in 2019), i.e.
4.5 (4.6) times, although its share in total BSEC exports
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decreased from 14.3% to 13.2%, respectively (13.9% (2019),
and ranged from 12.5% (2014) to 17.9% (2008). The share of
exports to the organisation of land transport also decreased;
electric machines, nuclear reactors, boilers, machines; milk
and dairy products, poultry eggs, natural honey, finished
grain products, and among the above product groups most
of the milk and dairy products, poultry eggs, natural honey.
And the minimum and maximum value of the indicator
were equal to 7.3% and 24.1% for land transport, respectively;
electric machines 10.0% and 18.1%; nuclear reactors, boil-
ers, machinery 14.7% and 25.8%; milk and dairy products,
poultry eggs, natural honey 16.1% and 50.9%; finished grain
products 14.8% and 25.5%; 9.6% and 18.7% of vegetable
products. However, the share of regional exports of mineral
fuels, oil and refined products from 7.2% to 10.0% (10.7%
(2019)) increased, and during the whole period varied from
6.6% to 11.2%, ferrous metals — from 17.3 to 20.5% (22.5%
(2019)) and ranged from 16.7% — 27.0%, and certain groups
of agricultural products, in particular, vegetables from the
minimum 10.7% to 33.4% (37.1% (2019)), but did not exceed
47.3%, edible fruits and nuts from a minimum of 14.5%
t0 29.3% (29.6% (2019)), and the largest value was 31.4%,
oilseeds from 18.2 to 20.0 (26.9 (2019)), and ranged from

Other product groups;
29.64

Clothing and clothing
accessories, textile;
1.02

Aluminium and articles thereof;l.ZZ/

Paper and cardboard;
1.33

Various chemical
products; 1.36

Rubber, rubber; 1.4

17.3% to 34.1% , and the share of vegetables and edible fruits
and nuts increased the most (by 26.4% and 15.1%, respec-
tively). That is, a significant percentage of BSEC trade is ac-
counted for by intra-regional trade, with the lowest share of
these products was 6.6% for mineral fuels, oil and refined
products (2014).

In 2018 (2019), compared to 2001, all BSEC coun-
tries increased exports of goods to the group, with Albania,
Azerbaijan and Armenia the most, including 12.9 times,
12.3 and 12.0 times, respectively, and the largest exporters
Russia, Turkey, Romania and Ukraine - 4.2 times, 6.4; 8.3
and 1.7 times, with Ukraine being the lowest among all
BSEC countries.

Imports of BSEC goods in 2018 amounted to
780320.5 million dollars, an increase of 1.6 times compared
to 2006 and 5 times compared to 2001. The largest share is
accounted for by nuclear reactors, boilers and machinery,
although it did not exceed 14.2% and mineral fuels, oil and
its products; electric machines; means of land transport,
except for rail, for which the minimum and maximum value
was 9.6%-16.2%, 8.9%-10.6%, 7.4%-9.0%, respectively. The
main imported goods are presented in Figure 2.

Nuclear reactors, boilers,
machines; 13.2

Mineral fuels; oil
and products of its

distillation; 12.4
Electric machines;
10.16

Means of land transport,
except rail; 7.74

7

Plastics, polymeric
materials; 4.76

Organic chemical Ferrous
compounds; 1.78 mj tzaéS; Pharmaceutical
Ferrous metal Pearls, natural products; 3.51
products; 2.08 or cultured, precious Optical and
or semi-precious photographic

stones; 1.93

instruments and

apparatus; 2.21

Figure 2. Share of basic goods in BSEC imports in 2018, %
Source: compiled and calculated by the author according to ITC [18]

Among agri-food products, the most imported were
edible fruits and nuts (their share in total imports varied
within 1.0%-1.1%), meat and edible offal (0.7%-1.4%), seeds
and fruits of oilseeds (0.5%-0.8%); milk and dairy products,
poultry eggs; natural honey (0.5%-0.8%); various food
products (0.5%-0.6%); cereals (0.4%-0.6%); fats and oils of
animal or vegetable origin (0.5%-0.7%).

In 2018, compared to 2010, the share of pearls, precious
or semiprecious stones and reactors of nuclear, boilers and
machinery increased the most in total imports, although
the share of the latter was significantly higher than the
former, in 2018 it was 13.2% and 1.9%. Among agri-food
products, the largest growth is characteristic of live animals,
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seeds and fruits of oilseeds, cereals, finished products and
grain. However, the share of mineral fuels, oil and refined
products in imports decreased the most; meat and true
by-products, pharmaceuticals, paper and cardboard, ships.
As for agri-food products, they are also sugar and sugar
confectionerys; fats and oils; edible fruits and nuts; vegetables.

Intra-regional imports of all BSEC goods increased
from $ 93424.0 million. in 2006 to 117386.4 million dollars.
in 2018, ie 1.3 times, and compared to 2001 — 4.4 times.
Its share in the group’s total imports varied from 13.4% to
19.0%, with a general decrease, in 2001 and 2018 the values
were 17.3% and 15.0%, respectively. One of the largest is
the share of intra-regional imports of mineral fuels, oil and
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refined products in their total imports, which decreased
from 43.0% in 2001 to a minimum of 39.0% in 2018, and
in 2010 even more half of 56.4% bought within the group.
For ferrous metals, the values of the indicator decreased
and ranged from 32.8% to — 56.3%. A significant part is ac-
counted for by intra-regional trade in fertilizers, in particular
the share of imports did not fall below 34.1% (2018) and
reached 62.9% in 2003, although it decreased in 2018 com-
pared to 2001 by 28.8%. Less than 9% was the share of ex-
ports of land transport, except for rail (5.0-7.3%), electric
vehicles (4.7%-6.7%); nuclear reactors, boilers, machinery
(5.2%-8.3%); pharmaceutical products (2.2-4.5%). Regard-
ing agri-food products, the share of regional grain imports
increased significantly, in particular from a minimum of 15.2%
in 2001 to a maximum of 71.0% in 2018, as well as vegeta-
bles — from a minimum of 14.5% to 26.3%, and reached the
highest 28.5% in 2009, edible fruits and nuts (ranged from
19.1% to 29.5%), seeds and fruits of oilseeds (8.9%-30.6%),
finished products from grain (15.9%-20.8%), but decreased
in milk and dairy products, poultry eggs, natural honey
(7.8%-27.0%), vegetable processing products (15.4%-23.3%).
That is, the share of regional trade in these products was

quite high, and the lowest did not fall below 7.8% for milk
and dairy products, poultry eggs, natural honey.

The largest importers from the BSEC countries are
Russia and Turkey, which account for more than half of im-
ports. In 2018, compared to 2001, the share of imports from
Russia, Turkey, Romania, Serbia, Azerbaijan, Georgia, Mol-
dova, Armenia increased, and decreased - Greece, Ukraine,
Bulgaria, Albania.

The share of imports of the BSEC countries in world
imports increased from 2.47% in 2001 to 3.94% in 2018,
and its maximum value was 5.01%. This is typical for most
countries, except Greece (its share decreased from 0.45%
t0 0.33%). Although for Ukraine there was a slight increase
from 0.25% to 0.29%, but the highest values were in 2003-
2013, when they did not fall below 0.30% (2003), and in
other years did not exceed 0.29% (2014, 2018). The largest
importers are Russia and Turkey. Only for them the values
were greater than 1%, and for Romania, Greece and Ukraine —
did not exceed 0.58%, Bulgaria and Serbia - 0.23%, Azer-
baijan and Georgia - 0.06, Albania, Moldova and Armenia —
0.04%. And this is understandable based on the size and
economic potential of the BSEC countries (Fig. 3).

40 —o— Russia
35 T —m— Turkey
- /\/, —A— Romania
30 1 —«—Greece
25 -+ —— Ukraine
20 —e— Bulgaria
——Serbia
15 Azerbaijan
10 Georgia
5 Alnania
—m— Moldova
0 P FEFTEITFTETETEO@DDL O D000 e fArments
B I

Figure 3. Change in the share of BSEC member states in the group's total imports, 2001-2018,
%Source: calculated by the author based on ITC data [31-32]

Regional imports of the BSEC countries increased
from 2001 to 2018 by 4.4 times, namely from 26954.8 to
117386.4 million dollars. Turkey, Russia, Romania, Bulgaria,
Greece and Ukraine import the most from the Organization,
in particular, in 2018 the share of their imports was 28.0%,
13.3%, 12.7%, 10.3%, 9.5%, respectively, and 10.0%. And
Serbia, Azerbaijan, Georgia, Moldova, Armenia and Albania
in 2018 accounted for 4.4% and 3.5%, respectively; 3.2; 2.2;
1.6; 1.4%, ie a total of 16.3% of imports from the group.
Although the values of the shares changed, for example in
2001 and 2010 for Ukraine they were more than 20%. In 2018,
compared to 2001, the imports of Azerbaijan and Georgia
increased the most, in particular by 11.1 times and 10.2 times,
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respectively, and the least by Ukraine - 1.9 times.

During 2001-2018, the trade balance was negative,
which is typical for Turkey, Bulgaria, Greece, Serbia, Georgia,
Moldova, Armenia and Albania. Although for Romania,
Ukraine and Azerbaijan in some years there was an active,
in particular the first in 2010-2014, the second in 2007-2008
and 2014-2016, the third in 2010-2012. And only the bal-
ance of Russia throughout the period remained positive,
and in 2001-2006 and 2017-2018 one of the countries of the
union. In other words, the BSEC includes countries with
significant potential, there is a development of trade between
them, but the success of integration will be determined by
a number of factors. This indicates the presence of significant
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potential of the BSEC countries, the prospects for the devel-
opment of foreign economic relations, regional trade, but it
is necessary to take into account disintegration factors, which
are quite difficult to level.

Therefore, it is advisable to focus on the common
goals and economic potential of the BSEC countries, and to
achieve them effectively by using resources. Particular im-
portance should be given to joint research and energy proj-
ects, and to promoting the group’s food security. As mem-
ber states import products, Ukraine is a major producer, it
is advisable to increase exports to them. At the same time,
special importance should be given to agri-food products,
as Ukraine is one of its largest exporters, and it is desirable
to support the export of ready-made products. Since the
exports of individual countries are dominated by the same
types of products, the creation of joint ventures could help
increase their competitiveness, expand their position in the
world market, more stable supply and more.

A. Honcharuk and I. Troyan [14] note that their eco-
nomic cooperation is important for the development of na-
tional economies of the BSEC member states. It is difficult
to disagree with this, given the importance of intra-regional
trade for them and the size of the group’s population, but
it is quite problematic that, in parallel with the same goals,
there are those who block integration. A.S. Babashina and
M.G. Nikitin believe that the main obstacles to the integration
of the BSEC include inequality in economic development [34,
p- 4], although, on the other hand, there are positive con-
sequences of the integration of different levels of economic
development, including between the US, Canada and Mexico,
the creation of groups North-South, so integration into the
BSEC can be successful under such conditions. The opinion
of M. Plaksenko deserves attention - he said that the ex-
pansion of cooperation with the EU is one of the priorities
of the BSEC [35], which is especially important given the
Association Agreement between Ukraine and the EU, mem-
bership of Romania, Bulgaria and Greece in the EU, European
integrationaspirations ofindividual countries. S. Radzievska
also notes that Ukraine’s membership in the BSEC “strength-
ens its competitive advantages in the markets of transport
services, as well as in the sale of agro-industrial, machine-
building... complexes” [36], but special attention should
be paid to improving product quality, modern demand in
EU and other developed countries. Conflict resolution and
coordination on specific issues could help increase product
competitiveness, trade development and, in general, national
economies.

Conclusions

With the increase in the number of integration groups, the
BSEC stands out, considering its territory, population (over
300 million people), natural resource and scientific potential,
and Ukraine’s participation. It is advisable to develop joint
projects in science and technology, energy, agriculture,
ecology and international tourism, which also helps increase
demand for agri-food products. In addition to the common
goals of countries, they are characterised by differences that
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can promote or inhibit integration, and which would be ap-
propriate to divide into two groups of factors. It is worth
focusing on deepening the interaction of science and pro-
duction in the agricultural sector, the development of VGT.
Turkey is interested in integration, although it aspires to
join the EU, as does Ukraine. Free trade agreements have
been concluded between individual countries, including
Ukraine-Georgia, Turkey-Georgia, and others. The region
is important for the EU, in particular in terms of energy
supply. At present, the establishment of the BSEC FTA is
not very likely, although it depends on a number of factors
and their changes.

The BSEC is a large market, with the share of exports
to the latter not falling below 10.6% for all its countries and
exceeding 17.44%, except for Russia (10.59%), Turkey (10.79%)
and Romania (13.17%), and for Georgia it reached 53.94%.
Commodity groups, which account for more than 2% of
exports to the BSEC, account for more than half of the group’s
exports. For the largest exporters and importers, the share
of exports to the group was the lowest compared to other
countries, including Russia, Turkey, Romania - did not exceed
13.17% (Romania), and Armenia, Georgia and Moldova did
not fall below 42.11%. The importance of the BSEC market
should not be underestimated. Thus, the share of exports of
Bulgaria, Greece and Romania, which are members of the
EU, in their total exports to the Organization was 28.01%,
17.44% and 13.17%, respectively, and Russia (10.59%) and
Turkey (10.79%) was smaller.

Of the agri-food products, the BSEC countries mainly
export to the group - cereals, seeds and fruits of oilseeds,
vegetables, edible fruits and nuts, vegetable products. The
largest share in its exports is occupied by vegetables in Ar-
menia, Albania, Azerbaijan; edible fruits and nuts - Arme-
nia, Azerbaijan, Georgia, Greece, Moldova, Serbia, Turkey;
vegetable processing products — Armenia, Albania; grain —
Bulgaria, Moldova, Romania, Russia, Serbia, Ukraine; seeds
and fruits of oilseeds — Moldova, Romania, Serbia, Ukraine.
The largest exporters of these products can set up joint ven-
tures to process agricultural raw materials, in particular to
create and exchange new technologies to improve the quality
and export of products both inside and outside the group.
Mineral fuels, oil and refined products account for a sig-
nificant share of exports in Albania (12.98% in exports to
the BSEC and 13.33% in the country’s exports); Azerbaijan
(73.31% and 91.74%), Bulgaria (9.68% and 8.45%), Greece
(31.7%and 34.33%), Russia (40.56% and 52.87%) ), Romania
(18.13% and 4.36%). Given Ukraine’s energy dependence
and their importance, in particular for the agricultural sector,
it is advisable to develop cooperation and trade on mutually
beneficial terms. The union’s exports grew 4.9 times more
than the world, and the largest exporters as in 2001 remain
Russia, Turkey, Romania and Ukraine, and the smallest -
Albania, Moldova, Georgia and Armenia.

Imports of the BSEC countries have increased, with
the largest share coming from nuclear reactors, boilers and
machinery, mineral fuels, oil and refining products; electric ma-
chines; means of land transport, except for rail, and from
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agri-food products - edible fruits and nuts, meat and edible
offal, seeds and fruits of oilseeds; milk and dairy products,
poultry eggs; natural honey; various food products; crops;
fats and oils of animal or vegetable origin. And the share
of pearls, precious or semiprecious stones and nuclear re-
actors, boilers, machines, and of agri-food products - live
animals, seeds and fruits of oilseeds, cereals, ready-made
products and cereals — increased the most in total imports.
There is also an increase in intra-regional imports, although
its share in general decreased slightly, and in general varied
between 13.4% (2016) — 19.0% (2006).

The trade balance in 2001-2018 was consistently

positive in Russia alone; Romania, Ukraine, Azerbaijan -
in some years ( for the first in 2010-2014, the second in
2007-2008 and 2014-2016, the third in 2010-2012), and all
other countries — constantly negative. Prospects for the de-
velopment of the BSEC depend on the agreed policies of
member countries, in particular on trade policy and others.
The BSEC has significant production and export potential,
a significant supply of resources, trade between its mem-
ber countries is developing, but no significant development
of integration has been achieved so far, and this depends
on the coherence of trade policies, cooperation, goals and
mechanisms.
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Po3BUTOK TOProBesibHO-eKOHOMIYHMUX BigAHOCUH KpaiH O4YEC

Hapgis BacunieHa KpuBeHKo

HayioHanbHWi HayKoBui LLeHTP «IHCTUTYT arpapHoi eKOHOMIKU»
03680, Byn. lepois o6opoHu, 10, M. Kuis, YkpaiHa

AHoTauifi. Ba)XnuBicTh M>KHapOZHOI €eKOHOMIYHOI iHTerpanii mifIKpecIoeTbCsA OFHOYACHUM YKIaJaHHAM KpaiHaMu
perioHajbHUX TOPrOBEIbHMUX YIOf 3 PISHUMM IHTErPaLiIHMMU YIPYIIYBAaHHAMM i OKpEMUMI KpalHaMM, 1110 XapaKTepHO
i ma Ykpainw, sAxa mignmcana Yrogy mpo aconianio 3 €C, HU3Ky yrof Ipo BinmbHY TOpriBimo i BxoguTb o cknagy OYEC,
1[0 0COO/IMBO BaYK/IMBO 3 OIVIANY Ha PO3BUTOK TOPriBii B A3il. MeToI0 HOCIif)KeHHS € aHaIi3 30BHIITHBOTOPrOBE/IbHIX
BigHOCKH Kpain OYEC i 06rpyHTyBaHHA NPONO3MIilt of0 IX mormmubaeHHs. Y poOO0Ti BUKOPUCTOBYBCA METOJ, aHAI3Y,
a TAKOXX icTOpUYHUIL, aOCTPaKTHO-JIOTIYHMIT, eKOHOMIKO-MaTeMaTHyHuiI Ta iH. OOrpYHTOBaHO OCHOBHI IIepCIEeKTUBHI
Hanpsamu criBpobitanurea OYEC B pe3ybraTi aHali3y HayKOBUX IIpallb 100 MXXKHapOIZHOI eKOHOMIYHOI iHTerpaii
3 BUOKPEMJIEHHAM A3iJICBKOTO Periony, EKOHOMi4MX TOKa3HUKIB KpaiH /I OCHOBHUX JJOKYMEHTIB OpraHisalii, okpeMux
HOPMAaTHMBHO-IIPaBOBMX aKTiB YKkpaiHu. Bii3Ha4eHO OCHOBHUX eKCIIOpTepiB Ta iMIIOpTepiB, 3’ACOBaHO 0COOMMBOCT] TOBApHOI
crpykrypu ekciopty OYEC, BUAB/IEHO OCHOBHI TOBapy, 110 €KCIIOPTYIOTh, 3 BUOKPEM/IEHHAM arpoITpOJOBONIbYOL ITPOMYKILil,
MpOaHajli30BaHO TeH/IEeHIil 30BHIIIHBOI TOPTiB/i Ta BU3HAYEHO OKpeMi NMOKa3HMKM MiKHApOJHOI TOpPriBmi. Busasneno
IIPORYKTH, fAKi 3a/IMaIOTh HalIOL/IbIIY YaCTKY y eKCIIOPTi KpaiH 0 yrpyIlyBaHHA, IO € IepefyMOBOIO /I CTBOPEHHA
HYMM CIIBHUX IINPMEMCTB i MOXe CIIpUATH IIIZBMIIEHHIO IX KOHKYPEHTOCIPOMOXHOCTI. 3’COBAaHO, IO eKCIOPT
YIPYIyBaHHA 3pic Oi/blle HiX CBITOBUIL, i OCHOBHI eKCIIOPTepy IPOJOBXKYIOTD 3a/IMIIATICh HUMI. BuABIIeHO 3pocTaHHA
BHYTPIIIHBO PETiOHa/JIbHOTO Ta 3arajbHOTO iMIOPTY YIPyIlyBaHH:A, IPOAHAIi30BaHO JIOTO CTPYKTYpy. BusHaueHo, mo
TOPTrOBE/IbHE Ca/IbI0 OUIBIIOCTI KpaiH MepeBaXkKHO Oy/o Bify eMHUM. [IpakTidHa NiHHICTb NOJIAra€e y BUAB/ICHH] IepCIeKTUBHYX
HanpsMiB criBpo6itHunTBa kpain OUEC, 1o Mae cripyATy iX eKOHOMIYHOMY PO3BUTKY, @ TAKOK — TOBAPHUX MO3MIIN LA
PO3SBUTKY BHYTPIIIHBO Ta II03apPerioHabHOL TOPTiBi, 3 METO MiBUILEHHS 3al0BOJIEHHS IIONUTY B Ta 11034 MEXXKaMU
periony, ToxofiiB BUPOOHUKIB i 4acTKOBO BUpillIeHH:A POoO/IeMI IIPOJOBOIBYOL 6e3IeKn y CBiTi

KnioyoBi cnoBa: Mib>kHapo/jHa €KOHOMiYHa iHTerpallisl, 30Ha Bi/TbHOI TOPTiBJli, perioHasibHa TOProBe/IbHA YTOfIa, eKCIIOPT,
iMIopT
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Introduction

The development and management of Ukraine’s public sector
depends on the success of its main players. The structure of
public sector actors includes authorities at various levels,
subordinate institutions and state and non-state institutional
units. The main participants in the process of managing budget
resources are the authorities — managers of budget funds, who
are constantly working to replenish state and local budgets
in order to use them effectively. Today the nature of state
property management is changing, privatisation processes
are taking place, the process of transferring state and mu-
nicipal property for lease on a competitive basis, alienation
of property, work with ownerless property and property of
deceased heritage is developing, therefore, it is important to
increase the efficiency of the use of property assigned to the
appropriate administrator of budget funds or identified as
a result of inventory. At present, there is no clear mechanism
for such operations, there is a limited regulatory framework
and lack of knowledge on the use of tools to manage such
property. Therefore, there is a need to research and develop
new approaches and methods to improve the management
of state and municipal property.

International experience shows that an important way
to ensure the strategic development of the main managers
of budget funds and increase the efficiency of their activities
is the maximum interaction of central government and local
government, leading to maximum effects in their property
management and infrastructure development [1]. The in-
ternational community has identified strategic guidelines
for improving the activities of budget managers in the direc-
tion of improving the management of state and municipal
property [2]. Analysing the works of Ukrainian scientists,
it is worth mentioning S.M. Serohina, I.A. Chykarenko [3],
N.V. Smentyna [4], which conducted research on effective
management of communal property on the basis of the im-
plementation of valuation activities and identified criteria
for assessing the effectiveness of their use.

Other scientists: E. Borodin, I. Chykarenko [5] sub-
stantiated ways to increase the efficiency of use of state and
communal property by expanding forms of control and
strengthening personalised responsibility. Also N. Boriso-
cheva [6] identified problems regarding the inconsistency
of the system of legal regulation in the management of state
and communal property and the powers of their activities.

Recommended by T. Ovcharenko et al. [7] models
and approaches of effective financial management are in-
tegrated with the objectives of the Public Financial Man-
agement System Reform Strategy. Modern approaches to
the study of problems related to the development of man-
agement of state and municipal property are covered in
the works of L.A. Pidopryhora [8], A.Yu. Shturba [9] and
O.Yu. Obolenskyi et al. [10]. However, measures to increase
the efficiency of budget managers, search for alternative
sources of replenishment of state and local budgets through
effective management of state and municipal property are
insufficiently covered.
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The purpose of the study is to generalise the areas of
improvement of budget managers and develop a mechanism
for effective management of state and municipal property.

General Characteristics of the Structure
of the Public Sector of the Economy

In the scientific environment, the concept of “public sector”
is used to structure the economy considering sectoral, or-
ganisational, economic and financial characteristics. The
public sector includes enterprises that are state-owned and
under the control of public authorities; or the private sector,
which is not subordinate to the state but is a user of public
funds. Investigating the specific features of economic activ-
ity in market conditions distinguish between public sector,
non-productive and financial. In particular, optimising and
increasing the share of the public sector is the basis for the
country’s financial stability. The development of institu-
tional sectors of the public sector, which are included in the
relevant levels of government, is important in ensuring the
effectiveness of public finance management at the national
and subnational levels and provides an opportunity to analyse
the financial performance of public authorities and local
governments.

Examining the structure of the public sector, it is im-
portant to mention the classification of sectors of the economy
of Ukraine, which is given in the Classification of Institutional
Sectors of the Economy of Ukraine, approved by the State
Statistics Service of Ukraine from 12/03/2014 No. 378 [11]
(hereinafter — Classification). According to this Classification,
the country’s economy generally includes a set of institutional
units that are resident and grouped into five institutional
sectors according to their functions, activities and goals, while
each institutional unit belongs to one of the following sectors:

1. Non-financial corporations sector - this sector includes
institutional units that are mainly engaged in the production
of goods and can provide non-financial services.

2. Financial corporations sector — this sector includes
institutional units that provide financial services and financial
intermediation services.

3. General government sector - this sector includes in-
stitutional units, the specific features of which are the per-
formance of political functions, economic regulation and
redistribution of income and revenues, while they provide
services on a non-market basis.

4. Household sector - this sector includes institutional
units, in particular natural persons-entrepreneurs, who can
produce goods or non-financial services.

5. Sector of non-profit institutions serving households -
this sector includes units that provide non-market services
to society as a whole or individually to households whose
resources are formed through voluntary contributions [11].

The structure of the public sector consists of the gen-
eral government sector, public non-financial and financial
corporations (Fig. 1).
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Corporations

State non-financial
corporations

Public sector
entities

General
government sector

Quasi-corporations

Central public
administration bodies

Regional and local
government bodies

Social insurance
funds

State banks

State financial
corporations

State insurance funds

Figure 1. Structure of public sector entities in accordance with the Classification of Sectors of the Economy of Ukraine

Source: developed by the author based on the source [13]

Thus, the general government sector as the main com-

ponent of the public sector includes:
o central authorities;
o regional and local authorities;
e social insurance funds.

The subsector of central authorities of Ukraine includes
such institutions as: ministries, public services, agencies,
inspections, state committees, territorial bodies.

The subsector of regional and local authorities includes:
institutional units that belong to local governments.

Social insurance funds consist of institutional units
and include social security funds that operate at all levels of
government.

Thus, the development of the public sector depends
on the successful operation of central, regional and local
authorities, which are the managers of state and local bud-
gets. Such bodies interact with each other, in particular, the
functions of central authorities are performed by public au-
thorities and local governments, because these functions:

1) may be delegated by the state to local governments;

2) the functions of the executive power in their content
are objectively inherent in local self-government as a form
of realisation of public power in general, the components
of which are recognised as both state government and local
self-government. At the same time, functions can be delegated
to local self-government bodies and state executive bodies.

Scientific Bulletin of Mukachevo State University. Series "Economics", 9(1), 24-33

In the conditions of decentralisation, local self-gov-
ernment bodies are endowed with their own powers, oppor-
tunities to independently manage their activities and bear
direct responsibility in accordance with Law of Ukraine
“On Local Self-Government in Ukraine” [12]. At the same
time, local self-government bodies are provided with certain
powers, in the implementation of which they are subordinate
to the executive authorities. In general, the most important
issues related to local self-government: “territorial com-
munities of villages, settlements, cities directly or through
the local self-government bodies formed by them manage
communally owned property; approve programmes of so-
cio-economic and cultural development and control their
implementation; approve the budgets of the relevant ad-
ministrative-territorial units and control their implemen-
tation; establish local taxes and fees in accordance with the
law; ensure the holding of local referendums and the imple-
mentation of their results; form, reorganise and liquidate
utility companies, organisations and institutions, and exer-
cise control over their activities; decide other issues of local
importance, referred by law to their competence” [12].

Thus, proper management of executive bodies will
contribute to the implementation of the basic principle of
functioning of the state mechanism as an appropriate com-
bination of centralisation and decentralisation in the man-
agement of society and the state.
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Regulatory and Legal Support for the Activities
of Budget Managers

Based on the above, we conclude that the successful operation
of executive bodies and local governments significantly affects
the development and efficiency of management of central,
regional and local public sector bodies. These bodies of the
general government sector in accordance with the Budget
Code of Ukraine (hereinafter - BCU) are managers of bud-
get funds at different levels of government [13]. The Budget
Code of Ukraine stipulates that budget managers are divided
according to the amount of rights granted into: chief budget
managers and lower-level budget managers. According to the
terms of the BCU, the budget system of Ukraine consists of:
1) state budget;

Table 1. The number of managers of budget funds of the state and local budgets as of 12/31/2020

2) local budgets:

o the budget of the Autonomous Republic of Crimea;
o regional budgets;

o district budgets;

e local government budgets [13].

Therefore, in Ukraine, the managers of budget funds
of the state and local budgets operate. In particular, accord-
ing to the Report on the Results of the State Treasury Service
of Ukraine (hereinafter — STSU) for 2020 (hereinafter - the
Report), it is determined that the number of managers of
budget funds included in the network at the end of 2020 was
11,094 state budget institutions and 24,775 institutions local
budget. However, compared to 2019, the number of institu-
tions has decreased [14]. The grouped data are given in Table 1.

Years 2019 2020 Change
National budget 13443 11094 -2349
Local budget 23 300 24775 1475

Source: developed by the author based on the source [13]

Apparently, the number of state budget managers
decreased by 2,349 institutions, mostly due to the reform
and reorganization of institutions. There is an increase in
managers of local budget funds, the number of which in-
creased by 1475 institutions, which indicates the development
of territorial communities.

Chief administrators receive budget allocations by
approving them in the Law on the State Budget of Ukraine
or by a decision on the local budget; may decide to delegate
their powers to lower-level budget managers to maximise
the implementation of the relevant budget programme,
through the distribution of budget allocations (revenues).
Each year in the State Budget of Ukraine (or by decision on
the local budget) the main administrators receive the rev-
enues planned in the budget, but in fact the amount may
be different, depending on their effective use. Estimates of
lower level budget managers are approved by the main budget
managers. The estimate consists of two parts:

o general fund , including revenues and expenditures of
the general fund, their distribution is carried out according
to its economic classification of budget expenditures in order
to perform its main functions depending on the specifics of
the industry;

e special fund, includes revenues and expenditures of the
special fund, their distribution is carried out according to
the economic classification of budget expenditures for ex-
penditures, considering the priority areas of the institution.

The procedure for compiling, reviewing, approving
and basic requirements for the implementation of estimates
of budgetary institutions was approved by the Resolution of
the Cabinet of Ministers of February 28, 2002 No. 228 [15].

Estimates of the main managers of the State Bud-
get are approved by the Order of the Ministry of Finance
of Ukraine [16]. According to the Classification of Budget
Revenues, revenues include:

e tax revenues;

® non-tax revenues;

e own revenues of budgetary institutions;

e income from capital transactions;

e trust funds;

e official transfers [16].

According to the STSU Report for 2020, state budget
revenues (general and special funds together) amounted to
1,076.0 billion UAH (100.8% of annual targets) [14]. Com-
pared to 2019, revenues were 77.7 billion UAH or 7.8%
higher (Fig. 2).
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Figure 2. Dynamics of state budget revenues for 2019-2020

Source: developed by the author based on the source [13]
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Thus, the general fund of the state budget amounted
to 877.6 billion UAH (102.1% of the annual targets), com-
parison of these indicators with 2019 showed that revenues
were reduced by 2.2 billion UAH (0.3%). The special fund
of the state budget (including the amount of own revenues)
amounted to 198.4 billionUAH (95.3% of annual targets),

comparing these indicators with 2019, it is seen that revenues
amounted to 79.9 billion UAH (67.4%). Regarding the local
budget, in particular in 2020, revenues without intergov-
ernmental transfers decreased by 11.1 billion UAH, the main
change occurred in intergovernmental transfers, which
decreased by 100.1 billion UAH, as shown in Figure 3.

560.5
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intergovernmental transfers from the

state budget
M Including revenues excluding
intergovernmental transfers from the

311.3

state budget
B Personal income tax and levy

B Single tax on individuals

Internal taxes on goods and services
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M Rent from legal entities
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[l Other taxes and fees
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Figure 3. Dynamics of local budget revenues in 2020, compared to 2019

Source: developed by the author based on the source [13]

At the same time, revenues increased mainly due to:
income tax and levies of individuals - by 12.3 billion UAH;
single tax on individuals - by 2.6 billion UAH; domestic
taxes on goods and services — by 1.8 billion UAH.

The Main Types of Revenues
of Budget Managers
Managers of budget funds can significantly influence the
replenishment of budgets, primarily by increasing revenues

from the special fund, and seek alternative management
solutions to increase own revenues, other own revenues re-
lated to capital transactions or other revenues from grants,
charitable contributions, etc. According to the Classification
of Budget Revenues, approved by the Order of the Ministry of
Finance dated 01/14/2011 No. 11, managers of budget funds
can influence the increase of such basic types of revenues,
which are listed in the Table 2.

Table 2. The main types of income of the special fund of budget managers

Code Name Types of income
Own revenues Includes receipts received in the prescribed manner as payment for services, work
25000000 of budgetary and purpose, attracting grants, gifts and charitable contributions, as well as income
institutions from the sale of property in the prescribed manner
Income from Funds from the sale of property received by the state or territorial community by
30000000 . . . . .
capital transactions inheritance or gift, ownerless property, etc.
40000000 Official transfers Receiving transfers from government agencies, the European Union, foreign

governments, international organisations, etc.

Source: developed by the author based on the source [13]

One of the promising areas of public sector develop-
ment is the filling of state and local budgets by increasing
the own and other revenues of budget managers. To determine
strategic guidelines, we will analyse the amount of own and
other revenues of managers of budget funds of the state
budget, considering the targets for 2022 in accordance with
the Draft Law “On State Budget of Ukraine for 2022” [17].
Table 3 presents the analysis of incomes by managers of
budgetary funds of the state budget of 2019-2022 is resulted.
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Analysing these tables shows that during 2020-2021 the
volume of revenues (excluding intergovernmental transfers)
increased by 12.26% in 2021, in 2022 it is planned to increase
them by 10.4%. In 2021, own revenues increased by 5.81%,
in particular, revenues from fees for services provided by
budget managers increased by 16.48%, but the largest changes
are observed in the group of other sources of own revenues,
which increased by 156.7%.
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Table 3. Analysis of revenues of managers of budget funds of the state budget 2020-2022 (thousand UAH)

2020 2021 2022 Structural deviation, %
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Own revenues
25000000 of budgetary 37372516.8 3.69 38540721.7 3.39 42641125 3.39 3.13 10.64 14.10
institutions
Proceeds from
payment for
services provided
25070000 by budgetary 36177582.7 3.57 38281301.9 3.37 42140700.5 3.35 581 10.08 16.48
institutions in
accordance with
the law
Other sources
25020000 OfOWnrevenues 94934 002  259419.8 002 5004245  0.04 33.08 92.90 156.71
of budgetary
institutions
Proceeds from
31000000 the sale of fixed 49198 0.00 51720.9 0.00 31318.3 0.00 513 -39.45 -36.34
capital
40000000 Official transfers 10519585.4 1.03 12352561.6 1.08 11963891 094 17.42 -315 13.73
From the European
Union, foreign
42000000 ~ 9OVeMMeNts, 47561365 017  1966331.3 017 11710567 0.09 11.97 -40.44 -33.32
international
organisations,
donor institutions
From public
41000000  administration 87634489 0.86 10386230.3 0.90 10792834.3 0.85 1852 3.91 23.16
bodies
Total income 1022051935 100.00 1147876117 100.00 1267393399 100.00 12.31 10.41 24.00
Total revenues
(excluding
. 1013288486 100.00 1137489887 100.00 1256600565 100.00 12.26 10.47 24.01
intergovernmental
transfers)

Source: developed by the author based on sources [17-19]

Thus, it is worth noting that according to the BCU,
own revenues of budget managers are divided into the
following groups:

e 1* group - revenues from fees for services provided by
budgetary institutions in accordance with the law;

e 27 _ other sources of own revenues of budgetary
institutions.

Each group has its own subgroups, the composition
of which is shown in Figure 4. Thus, budget managers can
receive their own and other revenues, but this aspect de-
pends on the effectiveness of their management. In partic-
ular, effective management of state and communal property
owned by budget managers will significantly increase their
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revenues. To implement the relevant measures, special at-
tention should be paid to identifying gaps that are inherent
in the managers of budget funds, namely:

1) institutions do not have complete and systematic
information about assets, in particular the inventory of
property is carried out formally, no comparison of actual
property data with accounting data and title documents, no
analysis of controlled real estate for legality and correctness
of legal and accounting of these objects;

2) limited regulations that should determine the general
procedures for the management of state or municipal property;

3) the full range of property management tools is not
used [20].

O
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Features of the functioning of budget managers as the main actors of the public sector

In this regard, the strategic guidelines for managers of
budget funds of state and communal property are pro-
posed to develop and implement a programme to improve
the efficiency of property management (state) communal
property.

Responsibility for the development of this Regulation
should be borne by the body authorised to manage state
and municipal property. The main purpose of such a pro-
gramme is:

- rational, cost-effective, predictable and managed man-
agement of the institution’s property;

FIRST GROUP
receipts from payment for

services provided by budgetary
institutions in accordance with
the legislation of budget funds

( )

Subgroup 1 - payment

for services provided by

— budget managers in

accordance with their
main activity

- J

( )

Subgroup 2 - receipts of
managers of budget funds
from additional
(economic) activities

Subgroup 3 — rent for
— property to managers of
budget funds

& J

( )

Subgroup 4 — proceeds
from the sale of property
(except real estate) to
managers of budget funds

- J

- improving the quality of maintenance and improving
the condition of state or communal property, providing public
services of the highest quality;

- receipt of additional funds and property to the state
or local budget.

Prior to the application of the Programme, institutions
need to conduct a current technical inventory of state or
municipal property; registration of ownership of real estate.

For the successful use of the proposed Programme,
the main directions of its implementation measures are
identified, which are shown in Table 4.

Subgroup 1 — charitable
— contributions, grants and
gifts

Subgroup 2 - receipts
received by budget
managers from
enterprises, organizations,
individuals and other
budget institutions

Subgroup 3 — receipts
received by managers of
budget funds (vocational

and technical),
professional higher and
higher education, from the
placement of temporarily
free budget funds on
deposits, charitable
contributions and grants

Figure 4. Types of own and other revenues of budget managers

Source: developed by the author based on the source [13]
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Table 4. The main directions and measures of the Programme for improving the efficiency
of state (communal) property management

Directions Events

Technical inventory of objects

Develop Regulations on conducting a technical inventory
of state and municipal property

Registration of property rights to real estate

Describe the procedure for registration of right
to immovable property

Work with roads, engineering infrastructure

Develop a mechanism for working with roads, engineering
infrastructure

Classification of objects by groups and development of
management strategy for each group

Define criteria for classification of objects by groups
and develop a strategy for effective management
for each group

Leasing of real estate other than land

Describe the mechanism of registration and lease of real
estate other than land

Privatisation of communal property

Describe the procedure for registration of property
privatization and conditions of its use

Privatisation of housing

Describe the features of the privatization of housing
and the grounds for its write-off

Write-off of property

Determine the conditions and grounds for the write-off
of state or municipal property in accordance with
applicable law

Transfer of property to concession

Describe the procedure for transferring property to the
concession and the conditions of its further maintenance

Expropriation of property on the balance of budget
managers

Describe the procedure and mechanism of alienation
of property on the balance of budget managers

Re-registration of ownerless property and property of
deceased heritage into state or communal property

Describe the mechanism of re-registration of ownerless
property and property of deceased heritage into state
or communal property

Source: developed by the author based on source [20]

These areas and measures will allow to make an ob-
jective assessment of the current state of property and further
effectively manage the property on the balance sheet of the
institution, while carrying out operations to re-register the
property in order to obtain economic benefits in the future.

Thus, the main directions and activities of the Pro-
gramme are to determine the key tasks and directions of their
implementation in the form of development of appropriate
documentation, the use of which will successfully conduct
operations on: registration of property rights, accounting
for roads, engineering infrastructure, classification of objects
by groups and development of management strategy for each
group, lease of real estate, privatisation of communal prop-
erty, expediency of privatisation of housing stock and its
write-off, transfer of property to concession, alienation of
property on the balance of budget managers and re-regis-
tration of ownerless property and property of the deceased
inheritance in state or communal property. The implemen-
tation of certain measures will help increase the investment
attractiveness of budget managers, improve the climate for
the creation and development of high-quality public services
of public and municipal sectors of the economy.

Conclusions
According to the results of the study, we conclude that the
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main actors of the public sector are the managers of bud-
get funds of the state and local budgets, who are constantly
working on filling the budgets. Thanks to the analysis, it
was found that in recent years the revenues of the state and
local budgets in terms of the general fund are declining an-
nually, in terms of the special fund there were insignificant
changes. Reasonably, the filling of state or local budgets
significantly depends on the amount of revenues from the
special fund, so it is important to find alternative ways to
increase them. It is confirmed that effective management
of state and communal property will allow budget man-
agers to increase revenues by posting property that is not
reflected on the balance sheet, renting it, privatising prop-
erty, transferring property to concession, re-registration
of ownerless property and deceased property in state or
communal property. In this regard, it is proposed that the
body authorised to manage the objects of state (communal)
property, to develop a programme to improve the efficiency
of management of state (communal) property for managers
of budget funds. The application of such a Programme will
help institutions to promptly organise the process of regis-
tration and re-registration of property in state or municipal
ownership and will increase the efficiency of the use of ex-
isting property and obtain appropriate economic benefits
in the future.
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Oco6nueocTi PyHKLIOHYBaHHA PO3MNOPAAHUKIB 610AXKETHUX KOLUTIB
fIK OCHOBHMX CY6'eKTIB jepXXaBHOI0 CEKTOpy

TetsiHa BitaniiBHa JlapikoBa

KuiscbKkni HalioHaIbHUI €KOHOMIYHUIA yYHIBEPCUTET iMeHi Baguma [eTbMaHa
03057, npocn. Nepemoru, 54/1, M. KniB, YkpaiHa

AHoTaLifl. AKTYaJIbHICTD TeMM FOCTiKEHHS IIOJLATA€E B TOMY, 110 e(peKTUBHICTD Iep>KaBHOTO CEKTOPY YKpalHU 3a/IeKUTD
Biff ycminiHoi aismbHOCTI Jioro cy6’exriB. B yMoBax pepopMyBaHH:A aKTUBHO PO3BUBAETHCA c(hepa yIIpaBIiHHA iep>KaBHUM
MajifHOM, BiOyBa€ThCA IpUBATU3ALilTHI IIpoliecy, 301IbIIYIOThCA 00CATY ITepefiadi MailHa B OPeH/Y, IPOBOAUTHCA aKTBHA
pobora 3 Ge3xassutHIM MalIHOM Ta MAITHOM BiZyMep/iol CIaAIyH. AKTYa/I3yeThCs IpobieMa o0 eeKTUBHOTO YIIPAB/IIHHS
Ta BUKOPUCTAHHS MafHOM, 3aKpillJIEHOTO 3a BiAIOBIZHMM PO3HOPSATHUKOM OIO[)KETHUX KOIITiB a0 BUSIBIEHOTO B
pesynbTari iHBeHTapu3anii. YcTaHOBM He MalOTh pO3pO00JIEHOr0 MeXaHi3My 3[IiJICHEeHH TaKuX OIlepalliil, BifloBizeit Ha
TaKi MITaHHA He 3HAITY B HOPMATVBHIlT 06as3i Ta CIIoCTepiraeThcsl HSIOCTATHI piBeHb 3HAHD IIIOJI0 BUKOPYUCTaHH:A iIHCTPYMeHTIB
YIpaBIiHHA TaKVM MallHOM. BayX/IMBUM € ZOCTiIKeHHA [iANbHOCT] pO3IOPARHUKIB OI0[PKEeTHUX KOIITIB JIep>)KaBHOTO Ta
MicI[eBOro OIOIKeTiB SIK OCHOBHUX CY0’€KTIB Iep>KaBHOTO CeKTOPY. MeTOAMYHOI OCHOBOIO JOCII/KEHHS € CUCTEeMHUI
IJXiJ], a TAKOXK 3aCTOCYBAaHHS METO/IB CMHTE3Y Ta aHa/li3y [ BUSHAYEHHA CTPYKTYPU i AMHAMIKY JOXO/IiB PO3IOPAJHUKIB
OI0/KeTHYX KOINTIB B YKpaiHi. Y cTaTTi BUBHAaYeHO OCHOBHMX CY0 €KTIB Iep>KaBHOTO CEKTOPY, OKPECTI€HO CTPYKTYPY
IepXKaBHOTO CEKTOPY, 0OIPYHTOBAHO BIUIVB PO3IIOPAHUKIB OI0/DKETHX KOIITIB Ha pO3BUTOK JIep>KaBHOTO cekTopy. IIposeneno
aHa/Ii3 CTPYKTYpU Ta AVHAMIKM OOCATiB B/IACHMX Ta IHIINX JOXOJIB POSHOPATHMKIB OIOPKeTHUX KOIITIB, y3araJbHeHO
PeKOMEHIAIII {0710 iXHBOTO 36i/TbIIIEHHSL. OO6rpyHTOBaHO HeOOXiAHICTh NigBUIIeHHSA e()eKTUBHOCTI YIIpaB/IiHHA MailHOM
Iep>KaBHOI Ta KOMYHaJ/IbHOI B/IACHOCTI 11 361/IbIlIeHHA 00CATiB HaAXOMKeHb i [ykepen piHaHCYBaHHA PO3HMOPANHUKIB
OIo/pKeTHUX KoWTiB. IIpakTyyHa LiHHICTD CTAaTTi MOJATAaE y po3poOIli OCHOBHUX HAIIPAMIB Ta 3aXOfiB Iporpammu 3
IifBMIIeHHA e(peKTUBHOCTI yIpaB/IiHHA MallHOM ep>KaBHOI (KOMYHa/IbHOI) BJTACHOCT] /1 pO3HOPAHMKIB OI0/Ke THIX
KOLITiB, BUKOPYCTAHHA AKOI JacTh 3MOTy e(eKTMBHO 3/1i/ICHIOBATH YIIPAaB/IiHHA MailHOM YCTaHOBM, 301/IbIINTH 00CATH
HasBHMX i JOJJaTKOBUX Ha/IXOJIXKeHb, a TAKOXK IIO3UTVMBHO BIUIMBATY Ha CTaH i AKICTb yTPUMaHHA 00 €KTIB lep>KaBHOI Ta
KOMYHQJIPHOI BJIaCHOCTI

KntoyoBi cnosa: gepxaBHUII 6r0[>KeT, MiCLIeBUIT OIOIKeT, OIOIKEeTHI HaIXOI KEeHHS, KOMYHaJ/IbHa BJIaCHICTb, OpraHu
BMKOHABYOI BIajiy, MDKOIOKeTHI TpaHcepTn
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Introduction

The financial system combines elements such as public and
international finance, interconnected financial institutions
and the financial market with its segments. Violation of one of
these elements disrupts the stability of the entire financial
system. The stability of the financial system is determined
by a stable pricing policy, stable national currency, protection
of creditors> funds, development of stock and money mar-
kets, trade balance of export-import operations, etc. [1].
Ensuring financial security is one of the top priorities of
any state>s policy. Financial stability guarantees the effective
development of the national economy and ensures a high
level of competitiveness of enterprises at the international
level. Financial stability is one of the most important conditions
for stable economic growth of the state. This is conditioned
upon the implementation of the vast majority of transactions
in the real sector of the economy through the financial sys-
tem [2]. Financial stability allows you to fully implement the
objectives of stability of the enterprise, control the balance
of cash flows, maintaining the availability of resources that
allow the company to operate for a long time, helps to opti-
mise equity and debt management, including uninterrupted
production [3].

The stability of the financial system provides the
ability to efficiently allocate resources, more accurately iden-
tify and manage financial risks, maintain employment at a
level close to the natural level of the economy, timely and
adequately eliminate relative price fluctuations on real or
financial assets that may affect monetary stability or em-
ployment rate [4]. The period of stability of the financial
system is determined by the absence of financial imbalances
that arise under the influence of significant adverse and un-
foreseen internal or external events. In periods of stability,
the financial system is able to compensate for adverse events
primarily through self-correction tools, preventing the devas-
tating impact of force majeure on the real economy or other
areas of finance [5].

The most accurate definition of financial stability
should be considered a state of affairs in which the very fact
of instability is unlikely. Speaking of the financial stability of
the enterprise, we must mention liquidity. The implemen-
tation of various types of economic activity is conditioned
upon the availability of cash and bank accounts, including
liquidity in the form of foreign exchange derivatives. The
ability of an entity to remain in the market depends on its
ability to repay its debts in a timely manner. Thus, liquidity of
the enterprise — the ability to quickly get money whenever
the need arises — is an indicator of financial stability of the
enterprise [6].

Financial stability is influenced by internal and ex-
ternal factors. Yes, A. Malik and co-authors [7] focused on
the impact of good governance on financial stability and
found that financial inclusion mediates the relationship
between good governance and financial stability. P. Ozili [8]
explored the relationship between financial system stability
and social activism, including the promotion of gender equality,
environmental sustainability and social protection. Research
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has shown that social activism has implications for finan-
cial stability, but they are different for different countries.
Therefore, financial institutions need to determine the op-
timal level of social inclusion, which, combined with other
conditions, would improve the stability of the corporation.
The process of digitalisation and the development of artifi-
cial intelligence plays an important role. Studies show that
the use of artificial intelligence and machine learning in
finance is becoming common [9]. In this context, it is im-
portant to consider the existing risks that may affect financial
stability: data confidentiality, network security, etc. S. Babar
and co-authors [10] investigated the impact of profitability
variables, liquid liabilities on liquid assets, non-performing
loans, uncovered liabilities, interest spread on the stability
of the financial sector and developed an index of financial
stability.

The purpose of this article is to study the impact of
financial stability and the evolution of the concept of sus-
tainability, as well as substantiation of theoretical principles
and practical principles of financial stability of enterprises
to ensure long-term and sustainable economic development
of modern European countries. In this thematic review, the
author uses the approach of developing the reform policy
of the financial sector, the study of institutional processes
that contribute (or do not contribute) to the effective reform
of the financial sector. And the analysis of the state and
trends of macroeconomic characteristics and the level of
financial and economic stability of trade business in Ukraine
in this review is a timely assessment of the importance of
this topic.

Materials and Methods

In writing this article, the following philosophical and gen-
eral scientific methods were used: historical and logical
method (in order to form priorities and means of public
policy that stimulate the strengthening of financial and
economic stability of trade business); economic and statis-
tical method (to calculate the main macroeconomic char-
acteristics of financial stability and liquidity of commercial
enterprises); factorial (to analyse the impact of various factors
on the effectiveness of banking reform) and systemic (to
consider the state of the financial sector and institutional
processes in their unity) methods. The most widely used
theoretical analysis and comparative analysis - to study the
prerequisites for financial and economic stability of com-
mercial enterprises, and logical analysis and generalisation
of the studied material.

Several search strategies were used to analyse ap-
proaches to reforming the state-owned banking system. Ini-
tially, articles and research related to the topic of this review
were searched. The search was conducted on keywords in
English and Ukrainian and was based on the fact that the
research was published not earlier than 2008. Search queries
were performed in the search engines “Google” and “Google
Academy” and contained the following phrases: banking
system; financial stability; liquidity of the enterprise; financial
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system reform; National Bank of Ukraine; financial and
economic condition; economic crisis; financial market sta-
bility; trade enterprises; financial development policy; capital
market, etc.

The next stage of the search was to carefully study the
annotations of selected publications, after which some of them
were excluded from this study because they did not corre-
spond to the chosen topic. Thus, some other studies were
found and selected for consideration. The last step was to
study the bibliographies of selected articles, which allowed
to find an additional three relevant studies. The researches
containing the comparative analysis of data of activity of
a problem of the state functions in the conditions of eco-
nomic reforming were considered. Articles whose full text
was unavailable or difficult to translate conditioned upon
the need to accurately convey the original content were ex-
cluded from the study. The selected articles were carefully
reviewed and analysed.

Legislation and regulations, reference materials of
official bodies of Ukraine, articles and publications of so-
ciological research available on the Internet became the infor-
mation basis for writing this material. The financial system
is analysed by identifying its nature, function, specific char-
acteristics and mechanism of operation, which is a set of
specific economic relations between all economic entities
that use capital as a factor of production to maximise per-
sonal income. The authors approach is to define financial
stability as an opportunity to further increase private and
social benefits from financing. As the analysis of financial
stability is still at an early stage of development compared
to the analysis of monetary and/or macroeconomic stability,
there are currently no generally accepted models or analytical
frameworks for assessing the stability of the financial system.

Results and Discussion

To ensure the financial stability of the enterprise in the long
run, it is important to create measures and a number of
manipulations to manage risks that affect the level of fi-
nancial stability. The high level of existing uncertainty in
the current economic environment does not allow compa-
nies to achieve tactical financial goals while maintaining
financial stability without a risk management mechanism
to reduce financial stability. Tax, investment, operational and
mobility risks are the main risks that hinder the long-term
development and lead to the loss of financial stability of
economic entities. According to scientists, in the face of
increasing competition in domestic and global markets,
achieving financial stability of the enterprise is possible
through an effective system of tactical management of fi-
nancial stability, which includes a subsystem of risk man-
agement. Given the different approaches to calculating the
optimal capital structure of the company, it should be noted
that the choice of methodology determines the conditions
of the enterprise, including the goals and decisions of its
management. In the process of activity, it is important for
each company not only to maintain its own financial stabil-
ity, but also to balance the internal opportunities under the
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influence of the environment in order to achieve a state of
future progress [11]. Discussing the definition of financial
stability, W.A. Allen, G. Wood [12] define financial stability
“as a special circumstance in which the probability of fi-
nancial shocks is very low”. Scientists agree that a system
that can guarantee the efficient distribution of savings for
investment opportunities can be considered financially
stable. Researchers emphasise the economic security of en-
terprises not only to ensure financial stability, but also to
build capacity for dynamic growth of business activity and
profitability [13-16].

Following the global financial crisis of 2008, which
revealed weaknesses in the policies of financial regulation
institutions in many countries around the world, interest
in organizational and institutional reforms in the field of
financial regulation and supervision has increased. This has
led the government to draw attention to the need for gov-
ernments to “develop policies that can deal with the effects
of the crisis” [17]. Historical facts show that since Ukraine's
independence, the country>s economy has experienced a
serious crisis in 2014-2015. Thanks to reforms launched
immediately after Euromaidan, as well as reconstruction
programs under pressure from the International Monetary
Fund (IMF) and the European Union (EU), Ukraine has
almost overcome the most difficult phase of the economic
crisis [18].

Conditioned upon favourable weather conditions
in 2016, unexpectedly high successes were achieved in the
field of agriculture. Which, in turn, allowed the export of
record high volumes of cereals, including corn and wheat.
According to the Ukrainian government, in 2016 Ukraine
became one of the three largest suppliers of agricultural
products to the European Union [19]. However, it was then
that the active transformation of Ukraine>s banking system
began. In the state economy, the role of the banking sector
is vital. The stability of the banking sector contributes to
the effective development and growth of the economy as
a whole. And although there is no universal definition of
the stability of the banking sector, there are some defining
aspects, namely: the state of the banking sector, its impact
on the macroeconomic situation and the absence of crisis.

To provide citizens of Ukraine with access to quality
financial services in 2015, a bill was proposed to amend some
legislation, which will promote a level playing field for both
domestic and foreign foreign financial institutions [20]. Nu-
merous studies draw attention to the close relationship be-
tween the stable state of the banking system and monetary
and economic policy. Instability of banking records has a
negative impact on economic growth explained by reduced
lending. The reform of the financial sector envisages such
changes as are necessary to create a stable financial system
capable of distributing the savings of the economy in the most
productive areas among various potential investments. First
of all, we are talking about the liberalisation of the sector,
when the responsibility for determining who gets the loan
and at what price lies not with the government, but with the
private sector. Financial sector reforms are aimed at achieving
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such goals as central bank independence in macroeconomic
stabilisation efforts; increasing intensity in competition;
strong balance sheets and high quality loan portfolios; effec-
tive banking supervision system; improvement of clearing
systems [21].

The effectiveness of banking reform depends on the
development of a common framework and strategy for each
of the major groups of financial institutions. We should not
forget the costs of this process, especially in terms of mac-
roeconomic implications and the need to share the burden
of reform between stakeholders. In addition, it is necessary to
develop ideas for the proposed reform of the banking system
in terms of scale and ownership structure. The availability
of human capital plays an important role in this decision,
both for the management of institutions and for the proper
supervision of the financial system. The positive impact of
affordability on financial stability is confirmed by some stud-
ies illustrating the theory of the relationship between these
factors [22].

Simplified access to financial services promotes the
mediation of savings, and promotes progressive structural
changes in the financial system, expanding the market and
providing more opportunities for financial institutions to
cooperate with start-ups. Thus, by increasing the diversity
and expanding the participation of all economic agents, the
size of the entire sector increases, which contributes to build-
ing the potential of economic sustainability. Emphasis is also
placed on the ability of affordability to form a more reliable
basis for retail financing for banks and other financial insti-
tutions. Deposits of individuals can be a buffer for borrow-
ing funds that increase the stability of the financial sector,
as lower-income people show more stable financial behavior
in terms of deposit retention and loan repayment in the up-
and-down cycle. Deposits from such customers in times of
financial instability are often a source of funding when other
sources of credit are depleted.

Financial affordability is also limited by the fact that
a significant informal sector can significantly reduce the ef-
fectiveness of monetary policy. This leads to a decrease in
the demand for intermediary services of financially excluded
economic entities, in particular households and small en-
terprises, which are usually less dependent on financial
supervisors in making financial decisions. Limited access
to low-cost loans for small and medium-sized enterprises
and small businesses limits the ability to expand their business
and attract employees, which increases overall unemployment.
Inclusion of these entities in the financial sector would sig-
nificantly expand their activities and, consequently, increase
the contribution to the economy.

Promoting economic recovery, stabilisation and de-
velopment is a priority of the banking system of Ukraine,
which includes a set of measures aimed at maintaining
macro-financial stability, expanding the availability of
lending to the economy:

— development and actualisation of the financial ser-
vices market and improvement of the capital market infra-
structure;
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— development of digital finance as a driver of further
digitalization of the Ukrainian economy, promotion of in-
novations in the field of non-cash transactions, expanding
the availability of finance, and ensuring and improving the
protection of the financial sector from cyber attacks;

— institutional development and operational improvement,
including building the organisational capacity and indepen-
dence of the NBU, implementing the digital transformation of
the central bank and sustainable development policy.

Analysis of the interdependence of financial stabil-
ity and banking allows concluding about the positive and
statistically significant impact of financial stability on the
banking system. Globalisation is increasing the amount of
financial products, as a result of which modern society is
facing an increasing need for financial literacy. The ultimate
goal of multiple financial literacy programmes is to improve
people's financial situation. This goal requires a certain atti-
tude and the necessary knowledge [23].

Overcoming financial ignorance has an impact on
decisions that increase the level of material well-being of
households. Financial literacy allows you to more adequately
plan pension savings, participate in the stock market, more
effectively manage mortgages. Young people may become
financially independent sooner. The availability of finance
in general has a beneficial effect on financial well-being.
Thus, the availability of financial services reduces inequality
and reduces poverty. Financial affordability provides financial
development and plays an important role in the development
of the state's economy, and improves the investment climate,
increases the purchasing power of the population and living
standards in general. Financial accessibility provides safe,
transparent and fair provision of financial services by for-
mal and informal financial institutions and organizations at
an affordable price for the poor, in the form of saving and
accumulating funds in a bank account, availability of credit
and their risk insurance. The innovation sector, which uses
the Internet and smartphone applications, is actively devel-
oping, able to modernise the field of financial services, pro-
viding additional comfort and making them accessible to
a wider range of users. The emergence of new digital plat-
forms allows customers to receive technological financial
services and products without the need to visit banks or
other financial institutions [24]. It should be noted that the
economic and financial stability of the country is a multi-
lateral task. The global economic crisis of 2008-2013 shows
that the economy has become more interdependent. In the
period of globalisation (since 2000) there is a synchronisation
of the economy [25].

In January 2020, with the support of the USAID Fi-
nancial Sector Transformation Project, the Financial Sector
Development Strategy of Ukraine until 2025 was presented
and approved [26]. The strategy continues the Comprehensive
Programme for the Development of Ukraine’s Financial
Sector until 2020 and aims to “promote sustainable economic
growth in Ukraine, increase the reliability and technology
of the financial system, achieve European standards in the
financial market, increase confidence in the financial market,
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implement the EU-Ukraine Association Agreement and
other international agreements of Ukraine” The strategy
identifies five main areas of financial sector development.

1. Strengthening financial stability, which includes effec-
tive regulation of the financial sector and improvement of
supervisory approaches; transparency and sustainability of
the financial sector; common standards of corporate gov-
ernance and internal control systems, risk management in
the financial sector.

2. Macroeconomic development of the financial sector
and economic growth. Macroeconomic development will be
facilitated by expanding lending to small and medium-sized
businesses, including farms with land; resumption of mort-
gage lending and increasing lending to the economy through
net bank loans to gross domestic product (GDP); export fi-
nancing; strengthening the protection of creditors’ and in-
vestors’ rights; active involvement of long-term resources.

3. Financial inclusion. To expand financial inclusion, it
is planned to create conditions for involving all segments of
the population and business in the use of various financial
services, strengthening the protection of user rights; active
involvement of long-term resources; reduction of social in-
equality in society through increasing the level of financial
literacy of the population; creating an incentive for the devel-
opment of payment infrastructure for non-cash transactions.

4. Development of financial markets, creation of a sin-
gle communication platform under a single brand to unite
all stakeholders; development of non-banking financial
services markets; building an efficient infrastructure of
capital markets; creation of liquid markets for financial
instruments; reduction of risks during financial transac-
tions; integration of the financial market of Ukraine into
the world financial space.

5. Innovative development of the financial sphere. To de-
velop an open architecture of the financial market, the Law
of Ukraine “On Payment Services” adapted to the requirements
of the EU Directive PSD2 [25] was adopted and implemented.
To ensure the development of the FinTech market (assistive
technologies for financial management), the NBU Expert
Council on Communication with Innovative Companies
and Projects was established. It is planned to develop SupTech
(a number of technologies used to increase the efficiency of
supervisory authorities to control existing financial institu-
tions) and RegTech (a number of technologies to provide faster,
integrated reliable and cost-effective measures to regulate
financial markets), create an electronic personal account to
interact with financial institutions, expanding access to finan-
cial services, providing open access of regulators and financial
market participants to public databases [26].

To further strengthen financial stability, it is planned
to focus the efforts of regulators on “strengthening the pro-
tection of creditors and investors, implementing the BEPS
action plan, improving corporate governance in financial
institutions, strengthening requirements for their control”
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Conclusions

Analysis of the input data on the interpretation of the con-
cept of “financial stability” shows that this definition is not
accepted only based on the emergence of a specific con-
dition, which may be impossible after certain transforma-
tions. Financial stability is a key integral dynamic feature of
the company’s continuous development in the chosen strate-
gic direction and its ability to return to financial stability in
a short time after it was lost under the influence of adverse
factors. As a result of identifying the priority areas for the
development of Ukraine’s banking system, it became clear
that the global program of reforms in the field of financial
regulation in the country has shown impressive progress.
However, a number of reform measures are needed to ensure
the effective functioning of the Ukrainian system of bank-
ing and financial institutions. Thus, bureaucratic reform of
the operating system will allow society to overcome social
inequality.

To ensure the effective functioning of financial in-
termediaries in Ukraine, it is necessary to introduce uni-
form rules of conduct in the financial market for banks and
non-bank financial institutions, considering the specifics
of each type of financial intermediary; intensification of
activities in the financial market of investment funds, in-
surance companies and private pension funds; maximum
involvement of the non-banking financial sector in the de-
velopment of the real sector of the economy; introduction
of a reliable mechanism for the protection of funds of the
population and business entities; creation of a service and
consulting center for the provision of services by non-bank
financial organisations.

To increase financial affordability, it is necessary to
introduce standards of market behaviour of financial or-
ganisations and standards of financial product disclosure,
strengthen targeted programs to increase financial literacy,
strengthen consumer protection, create incentives for de-
velopment, optimise non-cash payment infrastructure and
deposit guarantee system. Ukraine needs the latest methods
in the financial sector, including the development of BankID
remote identification system, creation of crowdfunding and
venture platforms and regulatory sandboxes, introduction of
innovative technologies for payments and transfers, cloud
technologies, expanding access of financial market partici-
pants to public registers. The strategy of reforming all seg-
ments, including the banking market, the non-banking fi-
nancial sector and the capital markets, to create a transpar-
ent, competitive, stable and high-tech financial sector will
ensure sustainable and inclusive economic development and
improve household well-being through efficient savings and
redistribution.

It should be borne in mind that further research re-
quires a detailed analysis of financial stability of the enter-
prise, considering indicators of internal financial potential,
and a study of the impact of external factors determining
the type of financial stability of economic entities.
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LLinaxu pedpopmyBaHHA 6aHKIBCbKOI cucTeMu YKpaiHU 3 MeTol 3abe3neyeHHs
¢diHaHCOBOI CTIMKOCTI CYy6'eKTiB rocnogaploBaHHA

Bionerra IBaHiBHa PoLwunso

YepHiBeLbKkni TOProBesibHO-eKOHOMIYHUN IHCTUTYT
KuiBcbKOro HayioHaslbHOro ToproBesibHO-eKOHOMIYHOIO YHIiBEpCUTETY
58002, LieHTpasbHa nioLya, 7, M. YepHiByi, YkpaiHa

AHoTauis. ¥ crarTi npoaHanisoBaHO OCHOBHI HanpaMu pedopMyBaHHA OaHKIBCbKOI cucTeMy YkpalHM. AKTyaJlIbHICTD
TOCTiKeHH: 3yMOBJIeHa HeOOXiIHICTIO MOKpaleHH: cTabinbHOCTI diHaHcoBOI cucTeMu Kpainu. IIprynHOI0 3HIDKEeHHA
€KOHOMIYHOT'0 CTaHy € IO TIYHA CUTYaLlis B YkpaiHi. MeTolo HOC/IipKeHHA € 3’ ACyBaHHA LJLAXIB 3abe3edeHHA GpiHaHCOBOT
CTIIKOCTi MiAIPUEMCTB IIs HOBIOCTPOKOBOTO Ta CTaJIOT0 PO3BUTKY ekoHoMikn. ITix ac mocmimkeHHs 6y1u BUKOpUCTaH]
¢inocodcpki Ta 3araIbHOHAYKOBi METOIM, 30KpeMa, iCTOPUKO-IOT YHIMIT, e(KOHOMIKO-CTaTUCTUYHMI, haKTOPHUIT METOIY,
a TaKO>K TEOPETUYHMII Ta MOPiBHANBHMIT aHaJIi3. ABTOP OL[iHIOE HAC/TiIKY 3aCTOCYBaHHA IeAKMX METO/iB Ha IEBHMUX eTarlax
PO3BUTKY 0aHKIBCbKOI CMICTeMU, TO3HAYA€ OCHOBHI IIpiopUTeTHI HaIpAMM il pO3BUTKY; IpOaHaIi30BaHO MiIXOAN IO
BU3HAYEHH: CYTHOCTI Ta ocoOmBocTeit popMyBaHH:A BiHAHCOBUX PeCypCiB MiIIPMEMCTBA; BUABIEHO B3aEMO3B 130K MK
(hiHaHCOBOIO CTIVKICTIO IePXKCTPYKTYpY Ta (PiHAHCOBOIO CTIMKICTIO MiAIPUEMCTBA; PO3IJIAHYTO 3aXOAM IIOA0 3a0e3NeYeHH A
¢iHaHCOBOI CTINIKOCTI MiAPYEMCTBA, @ TAKO>K MOX/IMBOCTI [/I1 BJOCKOHAJICHHSA CHCTeM 3a0e3IeYeHH A Ta IPOTHO3YBaHHA
¢inaHCOBOI cTabiIbHOCTI. BifzHaueHo cTpiMKuii po3BUTOK iHGOPMALITHIX TeXHOJIOTII, 110 103BOIAE YKpaiHChKIM OaHKaM
PO3IINPIOBATY CIIEKTP ITOCIYT; MifiBUIIeHHA (piHaHCOBOI PaMOTHOCTI KJTi€HTIB Ta BIPOBA/PKEHHA IIPOrpaM, CIIPSIMOBAHNX
Ha IITPUMKY CTabIIbHOTrO CTaHy YKpaiHChKUX (piHAaHCOBO-KpeIUTHMX ycTaHOB. HaaHo meTaybHWIT aHaIi3 YIIpaB/IiHCBKUX
e/IeMeHTiB, QYHKIiN Ta MpuHINIIIB popMyBaHH: (piHaHCOBMX pecypciB mignpuemcTsa. [IpoBefennii aHasis f03BonsAe
CTBEpPIXXYBaTy, 110 (piHaHCOBI pecypcy MiANPUEMCTBA JOLI/IPHO BU3HAYATU AK CYKYIIHICTb B/IACHMX 3ac06iB opraHisanii
Ta 30BHIIIHbOTrO (PiHAHCYBAHHA, AKi MOXYTb OYTY BUKOPUCTaHI 111 GOPMYBaHHS OCHOBHMX Ta IIOTOYHUX KOIITiB,
HeoOXiIHMX JyL1 BefleHHs 6i3Hecy Ta HMiATPUMKY PO3IIVPEHOro BUPOOHUIITBA. Malouy BYCOKY IIepeTBOPIOI0YY 3[aTHICTD,
¢iHaHCOBI pecypcu HifIIPUEMCTBA € TOJIOBHOIO CKIaJOBOI0 (PiHAHCOBOTrO NMOTEHIIiaTy, YNHHUKOM €KOHOMI4HOIrO Ta
COLIia/IbHOTO PO3BUTKY. B cTaTTi BU3HaUeHO (haKTOPY, 10 BIUIMBAIOTH Ha (hiHAHCOBY CTAaOIBHICTD MiJIIPMEMCTBA, @ TAKOXX
HAIIPAMKY BI,OCKOHAJICHHA Iep>KaBHOTIO (piHAHCOBOI'O KOHTPOJIIO Y KOHTEeKCTi hiHaHCOBOI Oesmekn YKpainn. AKTYalIbHICTD
TOCTimpKyBaHoI IIpo6eMy BU3HaUYeHA HeoOXigHicTIo po3pobku crparerii ¢pinaHcOBOI 6esneku YKpaiHu 3 OILARY Ha
npo6eMy, AKi 1i yckIagHIOOTh. AHaji3 GiHaHCOBOI CTIMIKOCT] MIANIPUEMCTBA € HallBaXXIMBILINMM eTalloM OLHKM JI0T0
HiAnMbHOCTI Ta GiHAHCOBO-EKOHOMIYHOTO 6/IAT OOy U

KntouoBi cnoBa: mporec pedopm, piHaHCOBA HOCTYIHICTD, HiHAHCOBO-eKOHOMIYHMIT CTaH, CTIMKICTb MifIIPMEMCTBA,
¢iHaHCOBa IpaMOTHICTD, OJTiTHKA (PiHAHCOBOTO PO3BUTKY
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Normative and legal bases of digital and information development of modern Ukraine

Introduction

The transition to the use of digital tools and means in the
administrative system of public administration, carried out
in the regions and municipalities of Ukraine, and at the
national level, is associated with significant regulatory difhi-
culties, problems with informatisation and digitalisation of
social processes in the country. The emergence of numerous
socio-economic, legal and political problems in the field
of informatisation of the entire system of administration
of executive (public) bodies of Ukraine at various levels of
government, necessitates modernisation of national and
regional legislation, adoption of policy documents, plans and
programmes for IT technology. Many steps in this direction
have been taken in the modern period. Yes, in 2021, the
Concept of development of digital competencies was devel-
oped and adopted until 2025 [1], effective from March 2021; a
little later, the Law of Ukraine of 07/15/2021 No. 1667-1X
“On Stimulating the Development of the Digital Economy
in Ukraine” came into force [2], which is aimed at introducing
significant innovations in the field of informatisation of the
administration system, development of business structures
by creating a system of preferential taxation of residents “Diya
City”, other positive conditions for innovative business to
attract additional funding. The above-mentioned legal acts
are also aimed at the gradual improvement of the country’s
digital infrastructure, attracting professionals and talented
graduates of technical faculties of higher educational insti-
tutions of Ukraine in areas related to IT-technologies and
digitalisation of social processes.

Given the importance of Ukraine’s integration into
the European Community and to increase its ranking in
the group of countries on indicators of innovative develop-
ment, it is necessary to constantly draw on the experience
of different countries in the field of digital technologies.
Therefore, the information base of the article was supple-
mented by publications of scientists and specialists from
America, Europe and Asia. Thus, foreign scholars often em-
phasise the need to introduce the latest information tech-
nology in the executive bodies that manage the socio-eco-
nomic sphere, which will directly affect the quality and level
of public services to the population, the administrative pro-
cess as a whole [3]. Examining the most important issues
of the relationship between digitalisation of social develop-
ment, social management processes, access to information
technology for individual citizens of European and other
countries, scientists and experts note: the importance of pri-
vacy, personal interests of some European and Asian coun-
tries in implementing information collection for the imple-
mentation of modern administrative processes [4; 5]; the
influence of social networks on the developement of public
opinion and the promotion of public services for the popu-
lation [6]; the need to create a modern digital management
system of the municipality to increase the efficiency of the
administrative process in the social sphere [7].

The importance of public administration in the field
of implementation of information technology in the daily
life of “ordinary citizens” is also considered through the
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prism of security in the global network “Internet” [8; 9].
The practical significance of the obtained results and the
novelty of the study were substantiated: by studying the
real modern practice of introducing normative principles
of building a modern information society of Ukraine; avail-
ability of electronic administrative services to the popula-
tion; content analysis of legal documents on selected issues
of national importance; etc.

The aim of the article was to determine the relation-
ship between national, territorial and municipal policy in
the field of public relations administration in Ukraine in
building modern information processes in the country and
creating a positive model of digitalisation of modern dia-
logue between government and the population to improve
public administration. The object of the study were social
management processes of digitalisation of social processes
in Ukraine, statistical and normative materials on the issues
under consideration, etc.

Materials and Methods

To conduct a normative analysis in the study of relevant
issues identified in the work, the authors of the article were
involved and used methods of legal, managerial, political
science. Scientific and cognitive methods of research of
information literature sources are tools of theoretical study
and comparison of scientific and journalistic works related
to research topics, ie analysis (detailing, division) of material
and synthesis, generalisation of research data of the informa-
tion plan. The paper also specified the legal and socio-po-
litical categories in the field of development of regulatory
and legal regulation of the processes of informatisation and
digitalisation of public administration.

For the study of legal phenomena, institutions and
acts of legislation of Ukraine, which contain norms of tax,
civil, information law and regulate legal relations, and the
development of information technology and digitalisation
of public administration in the country, used formal-legal
method of detailed study of legal categories and legal enti-
ties objects. This method was chosen as the most universal,
comprehensive, based on the current system of legislative,
conceptual and programme documents of the country. This
method is aimed at studying the legal constructions of in-
dicators, features, content, directions, means and tools of
digitalisation and informatisation of public and social rela-
tions. At the same time, the norms of various legal acts of
Ukraine, the internal content of programme and planning
documents of the country were analysed using mandatory
rules and tools of formal logic, considering the specific fea-
tures of legal regulations. And the use of the comparative
legal method allowed to connect in the article the processes
of building a digital information Ukrainian society with
other legal phenomena and categories, and with European
standards in this area.

Statistical analysis of the practice of implementing
certain types and directions of digitalisation and informa-
tisation in the system of public administration and providing
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administrative services to the population, establishing feed-
back from the government with the people, business and
government activity in the field of IT technologies iden-
tified the effectiveness of modern information policy in
Ukraine. Analysis of the results of regional and municipal
authorities allowed, as part of a study of the importance of
implementing the concept of “smart” (Smart city), to draw
conclusions about the adequacy of mobile applications and
public sites to inform citizens and provide public services.
The value-normative method, which is obligatory in study-
ing the current tasks and goals set by the state for the im-
plementation of national projects and information devel-
opment programmes of the country, allowed to elaborate
and study the target orientation and normative content of
state programme and project documents, including financial
standards for the development of a gallery of new information
technologies.

The method of forecasting and comparative design
in the process of application in this article allowed, based
on the selection of various practical problems, to develop
the most optimal solutions for further development of the
information economy and digitalisation of public adminis-
tration of Ukraine. Also on the basis of forecasting further
processes of expansion of the field of IT technologies and
information space of the country the basic offers on im-
provement of various tools and means of digitalisation of
economy and policy have been formulated and generalised.

Results

According to a study of government and legislative docu-
ments, territorial and municipal concepts and programmes,
regulatory regulation of digitalisation of public administra-
tion and social development of the unitary state of Ukraine
with limited regional self-government is quite active and
fruitful. As stated in paragraph 4 of the Explanatory Note
to the draft currently approved of the Law of Ukraine of
07/15/2021 No. 1667-IX “On Stimulating the Development
of the Digital Economy in Ukraine” [9], legal regulation in
the field of information technology is provided by regula-
tions of the Constitution of Ukraine [10], the Civil Code of
Ukraine [11], the Tax Code of Ukraine [12], the Labour
Code of Ukraine [13], other legal documents, in particular,
bylaws”. Constitutional principles enshrined in the Basic
Law of the state concerning the importance of informatisa-
tion of public processes, accessibility and provision of in-
formation to all segments of the population, openness and
transparency of public authorities, opportunities for direct
and indirect participation of the people in the management
of Ukraine should be specified in certain regulations coun-
tries [10].

Law of Ukraine “On Information” of 10/02/1992
No. 2657-XII (as of June 17, 2020) was one of the first acts
of an independent state, which regulated the construction
of the information society based on accessibility and open-
ness of public information, reliability and completeness of
information, freedom of thought and belief [14; 15]. It should
be noted that this normative act was adopted before the
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current Constitution of Ukraine and regulated important
issues of information policy of the state, such as mandatory
conditions for the formation of a digital society in Ukraine
(Article 3) [15]. Then an important piece of legislation was
adopted on the national strategy in the field of informati-
sation and digitalisation of modern management processes
and public life, through the development and implemen-
tation of the “National Informatisation Programme” from
02/04/1998 No. 74/98-VR [16]. The normative provisions of
this programme document set the main tools, means, ele-
ments and directions of the strategy “solving the problem of
meeting information needs and information support of so-
cio-economic, environmental, scientific and technical, de-
fense, national and cultural and other activities in areas of
national importance” [16]. It should also be noted that to
implement the legislative initiatives of the highest state rep-
resentative body of Ukraine (Verkhovna Rada), the concept
of digital economy (DE) and society of Ukraine for 2018-2020
and the plan to achieve its goals were approved and partially
implemented. According to Ukrainian experts, Ukraine’s
transition to this was to attract new financial investments
by attracting foreign and national investment capital. And
conditioned upon its development by 2021 it was necessary
to provide an additional 5% of Ukraine’s GDP by 2021, but
by 2020-2021 only 2.5 to 4% of the contribution from the
innovative economy to the country’s GDP was achieved
according to various analysts [17; 18].

At the current stage of development of digitalisation
and informatisation of administration and construction
of innovative economy, as mentioned above, in 2021 the
Concept of development of digital competencies until 2025
was developed and adopted [1] and the Law of Ukraine
“On Stimulating the Digital Economy in Ukraine” from
07/15/2021 No. 1667-IX [2], aimed at the gradual improve-
ment of the digital infrastructure of the country. Ukraine’s
national information policy will be implemented based on
adopted acts and other normative documents, which may
be significantly amended in the future, including moderni-
sation of digital processes in the regions and expanding the
use of electronic information portals and applications to
build “smart” cities. Normative conditions and legal regulation
of digital and information development of modern Ukraine
are impossible without the practice of their application in
reality. Normative provisions of the Law of Ukraine “On
Stimulating the Development of the Digital Economy in
Ukraine” of 07/15/2021 No. 1667-IX are aimed at regulating
the operation of Diya City - a special virtual economic zone
created to attract foreign financial investment in Ukraine
and aimed at simplifying business in the country [2]. Diya
City allows organising a separate self-government and in-
troduce various tax preferences [19].

In 2019, the Ministry of Digital Transformation
of Ukraine created and presented a virtual public service
“Diya’, which is a mobile application with electronic doc-
uments and a portal of administrative public services. As of
November 2021, more than 50 administrative services for
the population, commercial structures and other entities are

O
A



Normative and legal bases of digital and information development of modern Ukraine

available on the portal. To develop economic activity and
help business entities developed and implemented in a test
mode portal “Diya-Business’, which helps members of the
business community to create and expand their own busi-
ness [20]. The analysis of publications and official sources
of information allows pointing out large-scale changes in
the processes of digitalisation of social, economic and state
processes in Ukraine in the direction of their expansion
and deepening. According to IT Guild Ukraine experts, in
the period 2015-2020, the volume of national exports of IT
products to other countries increased by 175%, the number of
employees in the field of innovative technologies and dig-
italisation increased by 125%; the total amount of tax con-
tributions and deductions of enterprises and other high-
tech entities to the state budget of Ukraine in 2020 alone
exceeded 20 billion hryvnias, and in 2021 reached about a
billion US dollars [21]. The Concept for the Development
of Digital Competences until 2025 emphasises the need to
improve the quality of training and education of various
employees in the information field to create opportunities

for modernisation of the country’s economy in accordance
with international standards [1].

The Concept also refers to the norms of the Law of
Ukraine “On Education” [22], where information and com-
munication competence of a person is enshrined as neces-
sary to ensure the proper functioning and organisation of
unimpeded communication in society. At the same time,
the State Strategy for Regional Development for 2021-2027,
among other national challenges that reduce the potential
of territorial development of the country, identifies a low
level of digitalisation of regions and digital awareness [23].
Today, institutes and departments of the Kharkiv Regional
State Administration, the Department of Digital Transfor-
mation of the city of Kharkiv provide various solutions to
improve the efficiency of digital technologies in the region
and municipality. First, the study shows that currently there
is a lack of equipment of certain socially important objects
of public, state and municipal infrastructure with broad-
band access to the global network and some of its resources
needed to quickly solve problems in management (Fig. 1).
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Figure 1. Equipping some socially significant objects of Kharkiv region of public, state and municipal infrastructure
with broadband access to the global network (2017-2024)

In particular, in Kharkiv oblast and its municipalities,
broadband access to the global network and special computer
equipment of the most important social infrastructure fa-
cilities was characterized in 2017 by only 25% of the total,
in 2020 - 68%, and by the end of 2024 - 100% connection
of all significant structures to the resources of the Internet
is planned, but these are still optimistic forecasts [24]. In
general, it can be noted that in 2020 the region completed
work on connecting to the global network and equipping

with modern technology almost 500 socially important ob-
jects of regional and municipal infrastructure, in particular,
42.8% of medical institutions of various orientations (of the
total number of connected and equipped social facilities),
24.6% of educational institutions of primary, secondary
and higher education, 20.5% of public territorial authori-
ties (including local structures), 6.8% of subdivisions of
election commissions, 10 cultural organisations (2.3%), and
13 other objects (about 3%) (Fig. 2) [24].
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Figure 2. Equipping some socially significant facilities of Kharkiv region and municipalities with broadband access

to the global network by areas of activity (2020)
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In addition, at the expense of budget funds planned
training in various professions, competencies in the field of dig-
ital informatisation and technologicalisation of administrative

processes to improve the efficiency of professional managers
of public executive bodies of Kharkiv region and its munic-
ipalities (Fig. 3) [4].
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Figure 3. The number and dynamics of training of management entities in various professions, competencies in the field
of digital informatisation and technologicalisation of administrative processes in the Kharkiv region (2018-2023)

As we can see, the public authorities of the region have
a very effective policy of training, retraining and retrain-
ing of personnel in the field of digital technologies, but this
process is often inaccessible to ordinary people and remote
municipalities within the framework of the territorial se-
curity of accessibility and privatility of the rank portal with
online courses “Osvita”. Yes, in Kharkiv, according to the
official normative and program documents of the munici-
pality, there are significant achievements in the field of dig-
italisation of state and municipal administrative structures,
the system of providing public services to the population.
As part of the “Smart city” programme, Kharkiv managed
to achieve significant results in the promotion of informa-
tion and digital technologies. For example, the Kharkiv
City Council topped the ranking table, scoring 53 points
from 59 possible information providers on updating and
electronic publication of digital data among other munici-
pal authorities of Ukraine. At the same time, Mariupol was
in second place (48 points), and Khmelnytskyi was in third
place (44 points) [24].

The Kharkiv Virtual Services Portal provides 16 types
of electronic services to the municipality’s population using
public means of electronic identification of applicants. The
centers of administrative services of Kharkiv and the de-
partments of state registration of civil status of the Eastern In-
terregional Department of the Ministry of Justice (Kharkiv)
provide a comprehensive service “eBaby”, which, in turn,
provides up to 8 services [24]. The Unified Electronic Register
of Large Families of Kharkiv, the Register of the Territorial
Community of the City of Kharkiv, was created and suc-
cessfully operated at the end of 2021. Technical support of
the computer programme “Center for Social Services” is
provided annually. A municipal digital literacy course has
been organised and is being developed for Kharkiv resi-
dents in various areas to ensure the implementation of the
planned measures of the state-wide National Concept for
the Development of Digital Competences at the city level.
To organise an effective system of providing public socially
significant services in Kharkiv, the work of the Center for
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Administrative Services and its 11 territorial subdivisions
(CNAP) was ensured. As of October 1, 2021, 217 types of
services were provided [24].

Discussion

Modern progress of information and telecommunication
technologies and related innovations in the practice of
public administration in Ukraine and ensuring the effec-
tive functioning of enterprises of the country require the
creation of rational and most complete information exchange
and consideration of individual interests of social groups and
individuals in mutual bilateral data exchange. It should be
noted that the interaction of the authorities at the regional
and local levels in Ukraine can be both coercive and ad-
ministrative, and acquire a bilateral dispositive nature (mu-
tually beneficial). With the help of information interac-
tion, public competent bodies are able to convey to certain
groups of the population of territories and procurement
organisations special legal instructions required to perform
and provide electronic public services through the Centers
for Administrative Services (CNAP), etc.

The complexity of modern world information pro-
cesses related to the exchange of large amounts of data,
ensuring the security of the personal environment of citizens,
the development of technological processes of the entire
system of public administration in the country and regions -
is the most important and urgent problem of state devel-
opment. At the same time in Ukraine and its administra-
tive-territorial units (regions, cities of special national im-
portance, districts and municipalities) there is a paradoxical
situation — with a large number of adopted and implemented
policy documents on informatisation and technologicali-
sation of administrative processes there are significant dif-
ficulties associated with the development of the system of
digitalisation of its activities.

This problem is not completely new, it is discussed
by a large number of scientists and specialists. Modern
Ukrainian scholars studying the problems of digitalisation and
management processes seek to borrow European experience,
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focusing on the problems of information openness of public
authorities, their actions and decisions aimed at ensuring
the rights and interests of the population in a given area. In
addition, L. Gorbata [9] addresses the issue of improving
the effectiveness of legal support for the reform of public
administration based on the development of regulations
in the field of digitalisation of all administrative processes.
The author also draws attention to the potential possibility
of creating a special public authority to monitor the access
of Ukrainian citizens to official state and municipal infor-
mation on the management of social processes, considering
the experience of advanced European countries [9].

In his work, Yu.A. Mazur considered the Ukrainian
specific features of the use of innovative technologies, which,
in his opinion, should be accompanied by the development
of various strategies to update the production process of
goods and services, including innovative tools for modern
enterprise development [25]. At the same time, according
to the scientist, public authorities in Ukraine should directly
depend on the creation of effective tools and ways to stim-
ulate innovation activity of economic entities that imple-
ment new technological solutions in the production of
knowledge-intensive products [25]. Yu.A. Mazur singles
out the problems of tax incentives for the promotion of
IT technologies in connection with the danger of under-
funding the country’s budget system of financial revenues
or resources used in other areas of state support for entre-
preneurship and small business [25]. The scientist deter-
mined the place of innovations in the economic activity of
commercial organisations and companies of Ukraine and
their impact on national modern socio-economic relations
in the global digitalisation of all international and domestic
processes [25]. In addition, scientists highlight the main
trends in the implementation of innovative solutions based
on digital technologies and their importance for informa-
tisation of public administration of the real sector of the
national and territorial economy [25].

The experience and opinion of foreign European
scientists and practitioners is also important in comparative
research. For example, J. Abrey, A. Silveira [3] conducts re-
search on the modern system of public administration in
the EU of social processes in creating a single information
market (abbreviated - DSM), ie instruments of European
Union internal policy in developing and implementing
modern information and technological solutions to improve
administrative efficiency in socio-economic fields human
life and increasing the competitiveness of European countries
in the world community [3]. The authors emphasise the need
for informatisation and technologicalisation of management
processes in various fields of human knowledge, especial-
ly highlighting the areas of justice and law and order [3].
Public (executive) bodies in the administration of various
public sectors must adhere to the principles of compati-
bility of various goals and interests, and to form a system
of new technologies and programmes that will allow mutual
dialogue in digital interaction between government agencies,
the population of European countries enterprises, other
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participants in socio-economic activities [3]. Researchers
at Tilburg University study the problems of confrontation
between public and private interests in the development of
the structure of accessibility and openness of personal in-
formation of EU citizens for use by public authorities and
management [4]. Namely, scientists study the problems of
digitalisation and technologicalisation of social processes and
their impact on privacy, personal interests of the population of
some European countries [4]. Researchers [4] see the need
to collect, summarise and store personal and social data in
creating a new dialogue between the public, business struc-
tures and public (executive) authorities to improve the
management of economic processes in the European Union
based on digital technologies [4]. P. Leerssen conducts an
interesting study aimed at studying the specifics of public
administration and control in social networks to conduct a
public audit and exchange of information with civil society in-
stitutions and non-profit social partners [6]. The importance
and significance of providing information on the activities
of executive and other public authorities to active users of
social networks is also determined. This researcher raised,
in particular, the problems of transparency of public data,
the need for digitalisation and technologicalisation of in-
formation activities of the state to improve the efficiency of
public administration for practical purposes [26].

Scientists from Uzbekistan T.A. Muftokhiddinova,
D.R. Rustamov is trying to develop common normative
recommendations for reforming public administration of
economic market processes in the post-Soviet space through
the use of tools for informatisation and technologicalisation
of public relations [26]. The importance of digital transfor-
mation of the administration system in Uzbekistan as a fac-
tor in the effectiveness of executive (public) governing bodies
of modern network economic structures is emphasised. An
example of digital reform of management processes in the
UK by informatisation and technologicalisation of the British
government [26].

For in-depth study and comparative study of achieve-
ments in the field of building a system of digitalisation of
the urban environment of Kharkiv, Mariupol, Kyiv, etc., under
the comprehensive Smart city programme (related to the
construction and modernisation of “smart” cities of Ukraine)
the material of the staff of the international educational in-
stitution “KU Leuven” was included in the article. A. Christofi,
E. Wauters, P. Valcke actualise practical issues and aspects
of attracting digital sources of information to achieve var-
ious public and state interests and solve municipal prob-
lems [7]. Initiatives of the executive authorities to build a
“smart” city are aimed at increasing the informatisation
and technologicalisation of municipal governance. Em-
phasis was placed on the legality of collecting and storing
personal data necessary to centralise all information about
the interests of the city’s population to optimise the work
of all structures of state and municipal government. Exec-
utive (public) authorities, according to these experts “KU
Leuven’, should always act in accordance with the princi-
ples of respect for private life and the use of information
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collected for the common good of the population of the
municipality [7]. Many developed countries of the world
community, especially representatives of Western Europe,
are developing and modernising regulatory and legal tools
for the development of innovation of organisations and
companies, established and implemented under special
strategic programmes for digitalisation of various sectors
of the economy. The achievements of these countries make
it expedient to continue the introduction and improvement
of the latest digital technologies in Ukraine, even through
additional budget funding, attracting foreign investment and
reducing the tax burden.

An interesting position on the use of modern infor-
mation technology in government regulation in the field
of health and safety of life was expressed by Professor of
Law at the University of Melbourne, Doctor of Philosophy
and Counselor at St. Catherine’s College J. Pila [27]. In her
work, the scientist analyses the problem of expanding pub-
lic administration and influence in the fields of informa-
tisation and technology to take the necessary and forced
measures to respond to the pandemic (COVID-19) [27].
J. Pila points out that there are significant problems in en-
suring the personal space of citizens of EU countries, and
shows the example of establishing personal contacts the
importance of using modern digital technologies in public
administration to achieve public compliance and overall
security [27]. A number of Chinese scientists are studying
the nature of digitalisation, the filling of Internet content
and the creation of new media broadcasters through the
prism of the development of public management of social
networking processes in China [28]. Government agencies
in China seek to control Internet content in various microb-
logs, public accounts, forums, social services and networking
groups [29; 30].

As noted by J. Fang [29], the study of modern public
media processes in China suggests that further development
of digitalisation, informatisation and technology of public
administration and public administration is possible by
strengthening the security of information resources, personal
data, able to mobilise social opinion using the Internet re-
sources or socio-political attributes of information services
of the global network [29]. This requires the introduction
into practice of the Government of China (PRC) and other
public (executive) bodies of new technologies and new com-
puter and mobile applications, clear and comprehensive regula-
tion of the educational and public services of the global net-
work to create and maintaining public order and national
interests [29].

These issues related to the informatisation and tech-
nologicalisation of the process of management by public
authorities of network resources, were raised in the studies
of other Asian scientists [8; 32]. It is worth noting that the
Chinese and European experience of creating a digital urban
environment (“smart cities’, “smart city”) is most important
for use in various Ukrainian municipalities, especially for
the country’s political development in cities such as Kyiv,
Odesa, Kharkiv, Dnipro, Lviv, to borrow some elements to
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improve the structure of information management of social
processes [33]. At the same time a deeper study of official
policy documents of the Republic of China, such as Provisions
on security assessment of Internet information services with
public attributes or social mobilisation opportunities [33];
The regulations of the Department of Information Services
microblogging [32], aimed at ensuring the security of In-
ternet resources and control of various blogs, public infor-
mation sites, etc., will apply China’s achievements in digital
technology and independent Ukraine.

Analysis of all studied regulations, scientific literature,
statistics and management practice led to the conclusion
that the development of digital technologies and software
elements of public environment management in different
parts of independent Ukraine is given considerable attention,
in the presence of residual, rather significant difficulties in
the implementation of digital tools in the administration
process.

Conclusions

This study allowed identifyng the main problems associated
with the normative provision of digitalisation of adminis-
trative tools in the activities of public authorities that af-
fect the general state policy in Ukraine. Among the studied
publications and works of scientists and specialists aimed at
studying the problems of informatisation and digitalisation
of public administration as a mandatory modern process of
development of the existing world, we can note those that
contain information on life safety through the introduction
of digital technologies in management and administration,
on the creation of “Smart Cities” in Europe, Asia and the
United States, the relationship between the policy of digi-
talisation of administrative structures and effective dialogue
with citizens of different countries, respect for personal
human rights in data collection for public order.

In addition, these statistics show the significant po-
tential of the authorities of the Kharkiv region and munici-
pal authorities of the city of Kharkiv in the development of
the system of digitalisation of social processes. In addition,
in the region and its municipalities the equipment of the
most important social infrastructure facilities was charac-
terised in 2017 by only 25% of the total, in 2020 - 68%,
and by the end of 2024 it is planned 100% connection of
all significant structures to “Internet” network resources,
especially rural facilities.

Summing up, it can be noted that the digital resources
used in the activities of state (municipal) government of
Ukraine are designed to address operational and planning
tasks both now and in the future: providing information
and analytical support for joint decision-making with the
population in the field of public management of social pro-
cesses, and planning the activities of these bodies in the frame-
work of informatisation of interaction with civil society;
monitoring, analysis and control over the implementation
of management decisions; ensuring the evaluation of the
effectiveness of joint activities of government bodies and
representatives of civil society.
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This work is of scientific interest, practical signifi-  be useful for studying issues and areas of improvement of
cance and legal, socio-political purpose, and therefore can  digital and information policy of Ukraine.
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HopmaTtueHo-npaBoBi 0CHOBU LiuppoBoro Ta iHpopmMaLintHOro po3BUTKY
cyyacHol YKpaiHu

Jenuc JleoHigoeny Koeay, OneHa BanepiisHa Koay, Bonogumup Bitaniiosuy bpynesny

JepxaBHuii 6i0TeEXHOOMYHUIA yHIBEpCUTET
61002, Byn. AnyeBcbkux, 44, M. Xapkis, YkpaiHa

AHoTauis. IIn¢posisanis couiaTbHOrO pO3BUTKY He3aleXKHOI YKpaiHM Il 4ac YJOCKOHAJEeHHs IIOJTUKO-IIPAaBOBMX
MpOIECiB CNIpKAE MiIBUIIEHHIO AKOCTi Ta ONEPaTUBHOCTI JiANBHOCTI OpraHiB afMiHiCTpyBaHHA B YKpaiHi. PosBurox
CYYacCHOTrO HaIljOHaJIbHOTO 3aKOHOABCTBA KpaiHM Ma€ OyTM CIPAMOBaHUIT Ha peajisalilo NepCHeKTUBHMX HAIpAMIB
B3Aa€EMOJii LIEHTPA/IbHOI BIa/i, BUKOHABYMX B/IAJJHUX CTPYKTYP PErioHiB Ta MyHIIMIIA/TITETIB 3 HACEIEHHAM IJIAXOM
indopmyBaHH:A Ta OTPUMAHH:A 3BOPOTHBOTO 3B'A3KY, HaJaHHAM ITyO/IiYHIX HOCITYT 3a JOIIOMOT'OI0 BUKOPMCTAHHSA CYy4acHMX
TEXHOJIOT, @ TAKOXK PO3BUTKOM IHTEPAKTMBHOI y4aCTi IPOMa/ISHCHKOTO CYCIIJIBCTBA B YIIPAB/IiHHI JEP>KaBHUMI CIIPABaMIA
Mera crarTinonArae y foCIipkeHHi HaiiOiIbII Ipo6IeMHMX IMTaHb L¢poBoi Ta iHpopManiitHoi MofepHisaLii cycniibHOroO T2
Tep>KaBHOTO PO3BUTKY Cy4acHOI YKpaiHM IIJIAXOM CTBOPEHHA Ha/IeXKHOI HOPMaTUBHO-IIPaBOBOI OCHOBY, 110 BifiTIOBiflae
MpaKTMYHUM peaniaM. Pesynbraty 6yau oTpuMaHi 3aco0aMy TeOPETUKO-MEeTOLONIOIIYHOrO HOCTIPKEHH HayKOBUX
my6/iKaniit, IpucBsAYeHNX IpodieMaM Ta MUTaHHAM NUQpoBizalil CTpyKTyp Iy0ivHOro ynpasiinns, ingopmarusanii
Ta TeXHOJIOrisanii yciei cucremMn afMiHicTpyBaHHA B YKpaiHi Ta iHmmx kpaiHax. Takox MeTy 0Y/I0 JOCATHYTO IUIAXOM
IJIMOVHHOTO KOHTEHT-aHa/Ii3y MOJ0KeHb oQilliifIHNX HOPMATUBHUX aKTiB pi3HOI IOPMAMYHOL CYIM IORO IyO6sivHOi
misypHOCTI y cdepi iHpopMarusanii Ta TexHONIOr{3aLlil CyCHiNBHUX MIPOLIECiB, IPOrpaMHNX JOKYMEHTIB, CIPsAMOBaH)X Ha
(hopMyBaHHA eJIeKTPOHHIUX pecypciB JepkaBHIUX opraHisaiii, ogiuiriHoro caitty Minicrepcrsa nyudposoi Tpancdopmarii
YKpaiHI, a TAKO>K HaYKOBUX IIpallb, II0B A3aHMX i3 3aJaHOI0 TeMOIO HOCTiKeHH:. Po6oTa cripsiMoBaHa Ha BUBYEHH: Ipo0ieM
PO3BUTKY HOPMAaTUBHMX OCHOB 1M POBi3allii CTPYKTypy agMiHICTpyBaHHA B JiepxKaBi

KntoyoBi cnosa: agMinicTpyBaHHs, iHpopMaTu3alis, eeKTpOHHI HOCIYTY, POMaJiChbKe YIIpaBlIiHHA, YKpaiHa, Smart city
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Introduction

Agriculture is one of the most dynamic developing sectors
and is a locomotive in Ukraine’s economy today. The agri-
cultural market today has a large number of different forms
of agriculture and farming plays an important role in this.
Y. Vecchio and others [1] noted that the value of small farms
is extremely significant in terms of quantity, area of agricul-
tural land and labour produced. O. Afanaseva and others [2]
pointed out that small farms produce almost half of the
country’s total agricultural output, own 37% of arable land,
56% of cattle and provide a quarter of the employed. The
principle of continuity of small farms is fundamental because
of their economic, environmental and social importance.
M. Abrosimova and others [3] note that the priority task of
strengthening the state incentive role in the management of
inter-farm relations in the agricultural sector is state support
for the development of peasant (farmer) economy.

The Law of Ukraine “On Farming” [4] defines this
type of activity as one that is a form of entrepreneurial
activity of citizens with the creation of a legal entity that
has expressed a desire to create and produce agricultural
products, engage in the sale of these products and make a
profit on certain plots of land provided to them for farm-
ing. S. Krivenko and others [5] noted in their work that the
farm carries out accounting of its activities and prepares a
financial report. Thanks to accounting, you can trace the
economic efficiency of the farm. However, as indicated
by L. Koval, the introduction of accounting for individu-
al entrepreneurs is not mandatory, and for legal entities —
mandatory [6]. According to I. Pidoprigora and others [7],
the introduction of accounting will help identify errors in
financial calculations and their timely correction.

A survey of small farms in Ukraine identified that it
is currently observed in practice that some personal agri-
culture in a certain material condition and size of the pro-
vided agricultural land engaged in commodity production,
correspond to and similar to the objects of farming, howev-
er the fee for such land in the amount of tax is several times
less. Therefore, in this regard, the question arises as to the
distinction between the concepts of “farm” and “personal
agriculture”

It is possible to identify several features that distin-
guish the difference between these concepts. Noting, for
example, the amount of land use, the legislator sets an area
of up to 2 hectares for personal agriculture, but it can be
increased in size by joining the shares of family members
allocated in kind [8], and noting the amount of land use
of farms, then the legislator sets it up to 50 hectares, which
can be increased if possible to lease land shares [4]. The
next feature that distinguishes the difference is the right to
land: land for personal agriculture in accordance with cur-
rent legislation [8] is mainly transferred for personal use,
but it is also possible to rent land; with regard to land for
farms, according to the Law of Ukraine “On Farming”, they
can be transferred only to private ownership [4].

Further, it should be noted about the use of land and
their provision: for personal agriculture, they are provided to
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rural citizens in a certain individual manner [8], for farms —
their allocation to the subjects is from the state land fund [4].
The next feature that should be highlighted is the speciali-
sation of land: if farms are usually given a specialisation in
crop production [4], in the case of personal agriculture, in
addition to plant products, they still have the opportunity
to obtain animal products [8].

With regard to such a feature as the employment of
the owner and his type, in this case it is noted that for the
farm remains the main and only area of the peasant family [4],
when, for example, in personal agriculture is a secondary
area of employment and can still be defined as seasonal and
year-round [8]. It is also worth noting the level of market-
ability of products, as according to this feature, personal
agriculture is more consumer, but it can be commodity,
which is expressed in the suburban area [8], and for the
farm - only the commodity direction, as they are created as
business organizations that receive a monetary reward for
their own products [4]. The last among such important fea-
tures we would like to highlight the location of land, as accord-
ingly, for personal agriculture, land is located in the place of
residence of the owner [8], while for farms such a possibility
is absent [4].

The purpose of the study was to study the concept of
“small farms registered as natural persons-entrepreneurs of
the 4™ group”, to clarify its legal status and determine the
effectiveness of state support for small farms in Ukraine.

Materials and Methods

Research in the field of analytical review of farms regis-
tered as natural persons-entrepreneurs of the 4" group was
carried out through the study of theoretical and practical
aspects of knowledge. First of all, qualitative research re-
quires the disclosure of the theoretical aspect through a
theoretical methodological approach that will help to iden-
tify the concepts, features and principles that determine the
individual entrepreneur of the 4™ group. Of great impor-
tance in conducting research in the field of studying the
functioning of small farms was the method of economic
analysis, which helped to identify and determine its mech-
anisms of relationship and corresponding changes in pa-
rameters, as well as measuring the parameters of influence
of factors and their combination on certain changes. the
studied sector.

It is also important in scientific work to use the
formal-legal method, which helped in the analysis of leg-
islative acts that determine the legal status and activities of
natural persons-entrepreneurs of the 4" group. It is worth
mentioning the use of such methods as the method of
analysis and the method of comparative analysis, through
which it is possible to highlight the direct impact of audit
and accounting on the development and decline of small
farms and compare indicators from an analytical stand-
point. Such a method is important as a functional meth-
odological approach, which helped to identify the key goal,
objectives and goals of small farms in Ukraine, which are
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registered as a natural person-entrepreneur of the 4 group.
Studying the full mechanism of small farms, it is worth not-
ing the use of such methods as the method of deduction,
which allows drawing conclusions about specific elements
of this mechanism on the basis of determining the general
properties of the mechanism, and the method of induction,
which, on the contrary, allows drawing a conclusion about
the mechanism of functioning of small farms in general
based on the study of some of its partial elements. The applica-
tion of the hypothetical method in research allows explaining
specific phenomena based on the application of the deduction
method, putting forward one’s own scientific assumptions or
hypotheses. The system method will allow connecting the
considered elements connected with studying of the mech-
anism of functioning of small farms and combining them in
one system.

Given the above, the main stages of the study were as
follows:

1. The first stage is determined by the disclosure of
theoretical aspects of the study, which consists in defining
the concepts of “small farms” and “natural person-entre-
preneur of the 4" group’, defining the characteristics and
principles of definition.

2. The second stage is to conduct an analysis to deter-
mine the legal status of small farms registered as natural
persons-entrepreneurs of the 4™ group and the practical
activities of this sector in Ukraine.

3. The third stage, which is the final in the scientific
work, determines the analysis to determine the impact of
accounting and auditing on the development and decline of
small farms registered as natural persons-entrepreneurs of
the 4 group according to the analytical review of practical
activities in this sector on the territory of Ukraine.

Results and Discussion

Notably, according to some scholars, such concepts as farms,
peasant farms, labour and family farms are used to define the
organisational activities of agriculture of the same type of
direction and free enterprise. The variety of names to define
one activity is conditioned upon certain local character-
istics. The concept of “farming” is most characteristic of
countries such as the United States, Britain, Canada; the
concept of “agriculture” — for Germany and Ukraine. Within
the activities of rural communities, there are both collective
and individual forms of activity, and one of the forms of
individual activity is the farm itself [9].

Despite the adoption of the relevant Law of Ukraine
“On Farming” [4], which regulates this type of individual
agricultural activity, still, the level of legal support is quite
low explained by disregard for international experience
and approaches used in practice by states-members of the
European Union to determine the classification of the ar-
ray of farms. For example, the world practice of developed
countries defines a special threshold at which agricultural
activity is considered not subsidiary but farming. Thus, in
Denmark, such an identification threshold is an income of
€ 300 per year; in Germany, this threshold is considered

Scientific Bulletin of Mukachevo State University. Series "Economics’, 9(1), 50-58

necessary to determine this by keeping 3 cows, 5 pigs or
keeping 1 hectare of arable land; In this regard, the United
States sets this threshold at $ 1,000 per year [9].

It is worth noting the current policy of Ukraine in
the agricultural sector, which aims to determine three stra-
tegic goals: achieving and ensuring state security in the food
sector, supporting and directing development in the func-
tioning of agricultural areas, and policy development of
agricultural sector and management as a whole as a system
of competitive and efficient directions in the domestic agri-
cultural market and the external agricultural market. Such
a strategic goal as supporting development in the function-
ing of agricultural areas is one of the most important; this is
evidenced by the practice of the European Union, where it
was separated from the structure of the Common Agrarian
Policy and it was formed in the independent direction of
the Rural Support Policy [10].

Similar provisions are also found in other strate-
gic documents of state acts relating to the definition and
management of activities in agriculture, its territories, the
agricultural market, including its direct development. This,
in turn, also applies to certain national programmes de-
signed to develop certain important areas and activities to
address large-scale problems, such as the Grain of Ukraine
program, which operated in the period 2008-2015, the Irri-
gation Strategy and drainage in Ukraine for the period up
to 2030, the Comprehensive State Program of Ukraine for
Energy Conservation of Ukraine and others [11].

To achieve certain strategic goals for the develop-
ment of the agricultural sector in general, it is worth noting
such areas as creating conditions for protection and realisa-
tion of peasants’ land rights, state support for competitive
agricultural production through its integration and coop-
eration, creating favourable conditions for agricultural ex-
ports, state support for research to study the agricultural
sector in general, support for public policy on the combina-
tion of national policy and regional policy for the agricul-
tural sector, and introducing more modern mechanisms in
the agricultural sector.

In the future, an important step is the study of the
organisational and legal mechanism for the management
of economic activities in farms. Notably, the constant pro-
cess of reforming the economic sphere and the relations it
regulates, the development and discovery of new forms of
management have led to the development of such a sector
as farms. The issue of detailed research to ensure a higher
level of efficiency in this area in the economic segment will
help solve a number of issues related to, in particular, in-
creasing competitiveness, develop measures to adapt farms
to the harsh conditions of the modern market, introduce
new methods of reorganisation and study segment and
identify new prospects for farm development [12].

If we distinguish the division of directions in the
management of economic activities of farms, then in this
case it is worth noting such areas as production, which is
responsible for technology and technological support of
production; production, which distinguishes control over
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the level of quality of ready-made products and the process
of improving production; resource, which is responsible for
providing the material and technical base of the production
process and control over the efficiency of the use of provided
resources; financial and economic helps to regulate the
processes of accounting and taxation of farms; marketing
is aimed at finding markets for the sale of manufactured
products and monitoring the current market conditions;
administrative, which assists in the organisational process
of farms, regulates decision-making and monitors the con-
sequences of decisions; security regulates the protection of

property rights and the protection of property rights; analyt-
ical, which helps to develop certain strategies for further de-
velopment and search for new directions of investment. Im-
portant in determining the effectiveness of the system in the
management of the farm is the gross output of agricultural
products, which has an impact not only on the agricultural
sector but also on the further development of the economy as
awhole. In this regard, it is worth considering the statistics of
the main areas of farming, namely crop production and an-
imal husbandry. Statistical indicators are given in relation to
their definition in billions of hryvnias in gross output (Fig. 1).

Gross output of agricultural products on the farm
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Figure 1. Gross output of agricultural products on the farm

Source: [13]

These statistical indicators allow tracking what are
the main types of products on the farm in the structure of
cash inflows to gross output. It also allows tracking one of
the most important performance indicators, namely the
cost of production. Conditioned upon this indicator, it is
possible to track the amount of resources in the produc-
tion of certain products and the economic profitability of
their use. For example, according to data for 2016, the use
of resources for crop production brought to the gross out-
put of 20.7 billion UAH, in 2017 - 20.3 billion UAH, and
in 2018 - 23.6 billion UAH [14] . Considering the indica-
tors on the use of resources for the production of livestock
products, the gross output of production in 2016 was
1.4 billion UAH, in 2017 - 1.4 billion UAH, and in 2018 -
1.5 billion UAH [13].

These indicators allow drawing certain conclusions
about the development of productive products by farms,
namely that in the study period it has developed signifi-
cantly conditioned upon effective management of the in-
dustry, proper allocation of resources, which resulted in
8.7% of agricultural production in 2017 [15]. Effective man-
agement of farms is possible only with the principles of
organisation of activities and the development of manage-
ment methods for the sector, its functions, organisational
structure and the system as a whole.

The most common and effective management sys-
tem is one that consists of two main elements, one of which
is dominant and exerts its influence on the other, while the
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other - perceives this influence. That is, in other words,
a management system that has an object and a subject of
management that function in interaction with each other.
Considering this in the spectrum of the study of the man-
agement system of the farm, it is distinguished as the object
of property and property rights, the subject — a person who
carries out management activities [16].

The mechanism of the management system, in gen-
eral, should include norms and standards that can create
the preconditions for determining the structure of man-
agement, options for incentives for tangible and intangi-
ble workers, the distribution of responsibilities between
employees involved in management, and determining the
number of employees. The establishment of the manage-
ment system of the farm must meet certain requirements
that must ensure the independence of the enterprise in
choosing measures to determine its activities, optimise
costs for production to increase margins, respond quickly
to changing conditions to modern market requirements, use
modern technical means to optimise the production process,
and to meet the appropriate level of products in terms of
market demand for these products [17].

If we consider the principles on which the process
of farm management should take place, we should single
out such as the principle of incentives, the principle of free
choice of strategy, the principle of comprehensive manage-
ment of competitiveness, the principle of consistency in the
organisational process, the principle of selection of production
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products according to the current market, and the principle
that determines the orientation of the production process
to obtain the final result. However, if we consider the is-
sue of separating the main functions in the management
of farming, it is necessary to note the control over the level
of competitiveness of products and actions to improve this
level, creating a system of organisation in management func-
tions on the development of an effective system of control
process and reproduction of processes for continuous analysis
and planning of certain measures to increase the level of
competitiveness [18].

Considering and analysing the current legislation,
it states that the function of creating and state registration
of the farm is a legal entity, which indicates the impossi-
bility of forming a system of organisation, which means
the process of organisation, planning, implementation and
control function to achieve the interaction between human
resources and material resources, which is necessary for the
effective functioning of this activity and the achievement of
goals and objectives. This is stated in the provisions of the
Civil Code of Ukraine, namely in Article 80, which states
that a legal entity is an organisation established and registered
in accordance with the procedure established by Law [19].
If we turn to the Law of Ukraine “On Farming” [4], accord-
ing to the legal norms, there are three stages in the creation
of farms. First, it is a preparatory stage, according to which
the constituent document is drawn up, according to which
a certain land plot is registered for further farming. Then
there is such a stage as registration, which indicates the
process of state registration of the farm as a business entity.
The last stage of development is considered to be organisa-
tional, which indicates the registration of the business entity

in the tax service, statistics services and other government
agencies, and opening a current account in a banking in-
stitution [4].

The right to establish a farm is stated in Article 5 of
the Law of Ukraine “On Farming’, which stipulates that every
able-bodied citizen who has reached 18 years of age and has a
desire to establish such a farm has such a right. It is import-
ant that the right to establish a farm should have not only
citizens with general legal capacity, but also special, ie land
legal capacity [4]. Noting the mandatory conditions for de-
termining such legal capacity, it is considered to be 18 years
of age and citizenship of Ukraine, and noting the optional
component, according to the provisions set out in the Land
Code of Ukraine, namely Article 118, it is availability of the
acquired level of education in a specialized educational in-
stitution, ie an agricultural educational institution or the
presence of experience in the field of agriculture [20].

Highlighting the shortcoming of the current legisla-
tion on the legal definition of the farm, it should be noted
that the regulations do not contain special rules on the entry
and admission of entities to the members of the farm; the
norm that establishes, but does not specify this process is
contained in the provision of Article 1 of the Law of Ukraine
“On Farming’, according to which it is established that the
order of entry and acceptance and exit from the farm is in
accordance with the charter.

However, despite the shortcomings considered, farm-
ing compared to the situation from 2015 to 2020 has under-
gone great development and expansion. In this regard, it
is worth considering the statistics compiled in accordance
with the data of the Unified State Register of Enterprises and
Organisations of Ukraine as of December 1, 2020 (Fig. 2).
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Figure 2. Development of farms in the period 2015-2021

Source: [10]

These statistics allow tracking the development of
farms in Ukraine in the period from 2015 to 2020, which
indicates that in this period their number increased from
43,665 to 47,735. The dynamics of increasing the number
of farms is an important indicator for determining the de-
velopment of a farm in Ukraine as a whole as a competitive
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participant in the agricultural market. One of the reasons
that created the conditions for such development is the
provision of appropriate conditions for the development of
small and medium-sized agricultural enterprises, in partic-
ular, in the direction of developing such a policy on farming.

However, despite the fact that the total number of
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farms has increased, in some regions of Southern Ukraine
their number has decreased. For example, compared to 2018
to 2016, the number of farms in the Kherson region decreased
by 5.5%, in Mykolaiv - by 3.5%, in Odessa — by 8% [13].
The main reasons for this decrease are the poor quality of
their own material and technical base, the difficulty of ac-
cess to new technologies, breeding, the difficulty of gaining
access to plant protection products, and other reasons re-
lated to limited access to credit and lack of working capital
funds. It is for these reasons that the share of farms in the
total structure of gross agricultural output is insignificant,
ranging from 6 to 9% per year.

It is proposed to consider the effectiveness of the
sector of farms in different countries to identify ways to im-
prove the further development of farms in Ukraine. Thus,
highlighting the policy of Eastern Europe, it is worth not-
ing the trend of development of small peasant farms of the
commodity type. The average size of the peasant economy
in such countries is from 4 to 8 hectares. In Greece, the average
farmis 4 ha, in Italy - 6 ha, in Germany - 18 ha, in Belgium -
15 ha, in Denmark - 32 ha [21]. However, a characteristic
feature of these countries is the production of the bulk of
agricultural products for large farms. It is also important
to note that most of these farms exist through government
subsidies, which in the European Union account for about
50% of subsidies for agricultural products [21].

Considering the policy of world countries on the
development of farms, it should be noted that in the United
States the market mechanism is based on prices that can
best reflect the supply and demand for these products, and
government intervention in pricing is minimal. Although
the farmer is less protected in United States politics than
in the European Union, the efficiency of agriculture in the
United States is higher than that in agriculture in the Euro-
pean Union.

In French politics, farming is defined as the most
occupied territory; the provision of financial assistance to
farm entities is determined by the need to achieve a level of
self-sufficiency in basic products. As for the policy of Great
Britain, it is more widespread medium-sized farms, which
are characterised by high culture, in contrast to the policy
of France and the United States. The government does not
provide financial assistance to farms, but despite this, in the
UK, farming is defined as a reliable business with a low degree
of risk to the invested money.

The analysis of the policy of developed countries in
the farming sector will identify ways for Ukraine to further
develop farming through state support of the sector, improve
tax policy, financial and credit mechanism, and regulate the
agricultural market. Further considering the issues of ac-
counting and auditing, according to Article 28 of the Law
of Ukraine “On Farming” [4], the farm is obliged to conduct
accounting and auditing of its own activities, prepare finan-
cial reports, statistical reports and others. reporting on the
activities carried out since the registration of the farm and
its liquidation. Implementation of activities in the direction
of accounting and auditing in the farm is based on current
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legislation, namely in accordance with the Law of Ukraine
“On Accounting and Financial Reporting of Ukraine’, the
Tax Code of Ukraine, the order “On Accounting Policy?,
accounting standards and auditing and in accordance with
other regulations governing this activity [22].

It should be noted that the issue of accounting and
auditing of small farms has its own characteristics. First, since
the activities of the farm are aimed at carrying out activities in
the field of agriculture, the accounting and auditing should
consider all the specific features of the accounting nature of
agriculture. Secondly, accounting should be as simplified as
possible, as usually in a farm the head or one of the members
of the farm is not well enough understood in the account-
ing process. And the last is that the process of farming is
characterised by the implementation of specific management
operations, which in other forms of entrepreneurial activity
are not carried out often enough; among these, it should be
noted that farm owners do not invest in property, but the
right to use property, in particular, the right to own prop-
erty and use land, buildings, structures and other property
rights granted to owners and members of the farm; for mem-
bers of the farm, they are paid a share withheld from eco-
nomic income instead of wages [23].

In general, there are such forms of accounting and
auditing on the farm as simple, characterised by keeping a
log of accounting, auditing and costs; simplified, which is
determined by keeping a log of business operations, keeping
records of fixed assets, production costs and calculations;
according to the simplified plan, characterised by keeping
the main journal; general, determined by keeping an order
journal with the use of specialised accounting programmes.

Noting the small farms registered as natural per-
sons-entrepreneurs of the 4™ group, conduct accounting
and audit in accordance with the Guidelines for the use of
accounting registers of small enterprises No. 720, which
determines the system of registers, procedure and method of
registration with summary information regarding the non-
application of double entry in them [24]. This indicates that
accounting and auditing in farms of the 4™ group is con-
ducted in a simple form. According to the accounting and
auditing in this form, the main register is the Book of income
and expenses, which registers the primary documents for
certain types of income and expenses to determine the results
of economic activity. Regarding the availability of sources
and means of education, the Book of income and expenses
does not reflect them. To compile the balance sheet usually
use inventory description data, which indicates the avail-
ability of information about the accounting that occurs in
the main way and the presence of certain values. If the owner
identifies a desire, it is possible to keep records and audit of
certain types of liabilities by using the Accounting Infor-
mation in accordance with the relevant sources of data of
certain types of liabilities and groups of assets [25].

Having considered the issue of determining the legal
status of farms and the organisational mechanism of ac-
counting and auditing in the field of study, it is necessary to
identify its direct impact on the development and decline of
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the farm. First of all, I would like to consider the problems that
arise during accounting and auditing and their impact on
the further development of such a business sector as small
farms, registered as a natural person-entrepreneur of the
4" group. Noting that the Law of Ukraine “On Farming”
provides a wide range of rights and opportunities for busi-
nesses, it strongly influences the implementation of account-
ing and auditing, which, in turn, affects the functioning of
this type of business [4]. If we consider the issue of identify-
ing problems of accounting and auditing, it should be noted
first about the disorder of a large number of registers, which
makes the process of processing them quite complex and
time-consuming. In the future, it is worth noting such a
problem as the lack of a methodology in general to determine
the main indicators to be focused on in the field of farming,
such as revenue, profit, gross income and other characteris-
tics [26]. In general, there is also a problem such as the lack
of full control over costs, explaibed by the fact that account-
ing and auditing is carried out by unqualified specialists, as
well as the fact that there is a distinction between objects of ac-
counting and auditing, which include field, office building,
buildings and others. Another important issue is that the
inventory process is untimely or non-existent. In view of
this, there is a need to identify ways to improve the farming
sector for its effective impact on accounting and auditing.

In accordance with the above, it is necessary to
strengthen control and supervision in the field of analysis
of operations that may affect the organization of production
costs on the farm, as this will allow for timely identification
and detection of their error in accounting and eliminate
these errors accordingly. to the requirements of current
legislation. It should be further noted that the inventory
process needs to be simplified, as it has been adopted for
large agricultural enterprises; with regard to this process in
full of all tangible assets for the farm, it should be carried
out once a year — as of September 1 of each year, as in this
period agriculture has the lowest stocks of own products
since last year. Another important change in improving the
efficiency of accounting and auditing in the farm will be
due to the revision and revision of the Guidelines, as they
do not contain a clear distinction between activities such as
farming and personal farming. As a large number of farms
do not carry out any operations to reflect future income and
expenses, the need to use accounts 39 “Deferred expenses”
and 69 “Deferred income” is eliminated [27].

R. Andrushko and Z. Myronchuk [28] pointed out that
to increase the development of the farm conditioned upon
the impact on accounting and auditing, it is worth noting
the process of digitalisation of these processes. In today’s
European integration, the problem of a well-established man-
agement accounting system is important, which can occur
conditioned upon the synchronisation of accounting data,
resource provision of this system, integrated management
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for rational decision-making. Therefore, the introduction
of ERP-technologies in the process of accounting and au-
diting will greatly facilitate the management of this system.
Further development of holistic farming practices will help
to create a post-natural world, which in turn will help increase
current yields and create a new value chain that will be
based on big data. It will also help to streamline the process
of sowing, watering and harvesting. Accordingly, the process
of digitalisation of accounting and auditing will help bring
the current state of the farm to major changes, which will
meet the modern conditions of a progressive society with
the use of information and communication technologies.

Conclusions

Having conducted research in the field of small farms and
the impact of accounting and auditing on this type of busi-
ness activities were performed, identifying the theoretical
and practical content of this issue according to the analysis
of current legislation and the current situation in the sector
as of 2021.

First of all, highlighting the theoretical component
of the study, the very concept of “farming” was identified,
according to which the study identified that the type of ac-
tivity as such is a form of entrepreneurial activity of citizens
with the creation of a legal entity, who have expressed a de-
sire to create and produce agricultural products, to engage
in the process of selling these products and, accordingly, to
make a profit on certain land plots that were provided to
them for farming. Also in relation to the theoretical com-
ponent, the difference between such concepts as “farming”
and “personal agriculture” was considered.

Further, the normative legal acts [29] regulating
the ac-tivity of a farm were considered. The conditions for
acquir-ing this right to engage in farming were
determined, which is that the mandatory conditions for
determining such legal capacity is the achievement of 18
years of age and citizen-ship of Ukraine, and noting the optional
component, it is the availability of education in a specialiied
educational in-stitution, ie an agricultural educational
institution or the presence of experience in the field of
agriculture.

The most important stage of the work is the analysis of
the current legislation of Ukraine on the separation of
accounting and auditing in the field of farming. In this re-gard,
the content of the Law of Ukraine “On Accounting and Financial
Reporting of Ukraine” the Tax Code of Ukraine, the order “On
Accounting Policy”, accounting and auditing standards and in
accordance with other regulations governing this activity.

The impact of the accounting and auditing process in
the research activities related to the identification of prob-lems in
the farm was also identified and recommendations were
proposed in order to eliminate them and increase the current
level of efficiency of the sector.
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AHaniTuyHunin ornag manux pepmMepcbKux rocnopapcTs YKpaiHKu, 3apeecTpoBaHUX AK
¢disnyHa ocoba-nignpuemenb 4-i rpynu: Bname ocobnmeocTteit 6yxrantepcbKoro o06iky
Ta ayAuTYy Ha AMHaMIKY IX pO3BUTKY Ta 3aHernagy cTaHoM Ha 2021 pik

loa J>xeHceH

Onb60p3bKNI yHIBEPCUTET
9220, ®peapik baviep Ben, 7K, M. Onb6opr, [aHis

AHoTaLif. AKTYya/IbHICTb IPOBeJeHH HayKOBOI poOOTH HOJIATAE Y TOMY, IO caMe HOCTiKeHHS MaIuX GpepMepChKIX
TOCIIOIAPCTB I03BOIUTD CPOPMYBATY CUCTEMY CiIbCHKOTOCIIOAAPCHKOTO IiJIIPUEMHNIITBA, IO CTaHe OCHOBHUM HAIIPAMOM
Y PO3BUTKY Ci/IbCBKUX TEPUTOPINl Ta JO3BONNUTH BUBECTU MICIIeBY €KOHOMIKY 3 IIEBHOTO JIENIPECUBHOTO CTaTycCy. MeToro
NIPOBEIEHHA NOCIIPKEHHS € BUBYEHHS TEOPETUYHMX Ta IIPAKTUYHIX ACIIEKTIB, AKi JOIIOMOXYTb JIeTa/IbHillle O3HAIOMUTICS
3 IMTAHHAM IIOJ0 BU3HAYEHHA IOHATTA «MaJli pepMepchbKi FOCIOAPCTBa, IO € 3apeecTpoBaHUMM AK (isudHa ocoba-
nifnpueMens 4-i rpyny», BUSHaAYEHHAM IIPAaBOBOIO CTATYCy LMX MaIMX (epMepChbKUX TOCIOAAPCTB Ta IPOBEJeHHAM
aHasIi3y 1I0/10 IPAaKTUYHOTO BTiZIEHHA JiS/IbHOCTI IIbOTO CeKTOPY Ha Teputopii Ykpainu. OCHOBHMMI MeTOMOTIOTiYHNMI
MiXOaMI, 3aBIAKI AKMM MOXKIVBO PO3KPUTY TEOPETUYHMUI Ta MPAKTVYHNI 3MICT BMBYAI04YO0I TEMM € CaMe TeOPETVYIHMI
mipxix, MoHorpadivyHmit MeTof, pOpMaNTbHO-IOPUANYHNIT METOJ], METOJ|, IOPIBHA/IILHOTO aHaNli3y, PYHKIiOHa/IbHUI
METOJO/IOTIYHMI IIiJIXiJl, METOJ €KOHOMIYHOIO aHasli3y, METOM MEMYKIIil, MeTON IHAYKLii, a TAKOX TilIOTETUYHMUII Ta
CHUCTEMHUII MEeTORM. YHACTIIOK IIPpOBefileHol poOOTH 1IOJ0 BUBYEHHA MaIMX (epMepChbKIX TOCIOAapCcTB YKpaiHu, 1o
€ 3apeecTpoBaHNMM AK i3nyHa ocoba-mignpuemenp 4-i rpynu O6yB HOCIiKeHNIT MeXaHisM pearizalil GpepMepcbKoro
TOCIIOIapCTBA 3arajioM, IPOaHaTi30BaHO 3aBIAKM CTATUCTUYHUM JaHUM crienngiky peamizalil fif/IbHOCTI BUBYaI04Oro
CEeKTOpY Ta 3po0JIeHO IOPiBHAILHUIT aHali3 peaisauii cekTopy ¢epMepchbKUX IOCIOFAPCTB Ha TepuTopil YKpainu Ta
3apyODKHUX KpaiH. BusBiieHi TeopeTHdHi Ta IpaKTUYHI aCIIeKTY B pe3y/IbTaTi IPOBEJEeHH JOCIIPKeHHA HOIOMOXYTh
y IIpOBeJieHH] aHali3y 10fj0 BU3SHAYEHH BIUIMBY OCOOIMBOCTENL, 0 BMHUKAIOTH IIiJ] 9ac IPOBefieHHA OyXralTepCchbKOro
001Ky Ta ayAuTy Ha PO3BMUTOK Ta 3aHEMaJ] CeKTOPY MaluX GpepMepCchKIX TOCIOAAPCTB YKpaiHl, 10 €, 6e3I0cepeHbo,
3apeecTpOBaHVIMI caMe fAK QisnyHa ocoba-nmifmpuemens 4-1 rpynu

KntoyoBi cnoBa: opraHisauiitHo-1ipaBoBa (opMa, arpapHIil PMHOK, iHTerpanis ¢pepMepchbKIX TOCIOAAPCTB, JepyKaBHA
MiJTPUMKA, IIPOBENEHHS ayJUT
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